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NOW MAKING WAR PRODUCTS 





DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the out- 
standing common stock, payable 
September 14, 1944, to stockholders 
of record at the close of business 
August 21, 1944, 


B. E. HUTCHINSON 
Chairman, Finance Committee 

















“CANADA DRY” 


Dividend Notice 


At the meeting of the Board of Directors of 
Canada Dry Ginger Ale, Incorporated, a Del- 
aware Corporation, held July 25, 1944, a 
dividend of twenty-five cents (25¢) per share 
on the common stock was declared, payable 
Sept. 8, 1944, to stockholders of record at 
the close of business, August 23, 1944. 

Wm. J. WILLIAMS, Secretary 


























19, 1944 


Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


Allegheny Ludium Steel Corporation has declared a divi- 

dend of thirty-five (35) cents per share on the Common 

Stock of the Corporation, payable on September 30, 1944 
to stockholders of record at the close of 
business September 8, 1944. 
A dividend of $1.75 was also declared on the 
Preferred Stock of the Corporation payable on 
September |, 1944, to anes of > 
at "the close of business August 15, 1944 


E. J. HANLEY, Sec’y. & Treas. 











CONTINENTAL 
CAN COMPANY, Inc. 


The third quarter Interim dividend of 
twenty-five cents (25¢c) per share on_ the 
common stock of this Company has been 
leclared payable September 15, 1944, 
0 stockholders of cate! at the close of 
business August 25, 44, Books will 
not close. 

SHERLOCK McKEWEN, Treasure! 











ANACONDA COPPER MINING CO. 
25 Broadway, 
New York 4, N.Y., July 27, 1944. 
DIVIDEND NO. 145 
The Board of Directors of the Anaconda Copper Mining 
Company has declared a dividend of Fifty Cents (50c) 
per share upon its Capital Stock of the par value of $50. 
per share, payable September 25, 1944, to holders of such 
shares of record at the close of business at 3 o'clock 
P. M., on September 5, 1944. 
JAS. DICKSON, Secretary & Treasurer 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend of 50 
cents per share on the Company’s capital stock, payable 
September 15, 1944, to stockholders of record at the close 
of business September 1, 1944. 


H. F. J. KNOBLOCH, Treasurer 








COLUMBIA 
PICTURES 


The Board of Directors has this day de- 
clared a dividend of fifty (50¢) cents per 
share on the Common Stock of this Cor- 
poration, payable September 22, 1944, to 
holders of such Common Stock of record 
at the close of business on September 7 
1944. Checks will be mailed 
A. SCHNEIDER 

Vice-Pres. and Treas. 

New York, August 10, 1944. 

















Never Underestimate the Power of a Woman! 











The normal “working force’ of women in the United States 
(according to 1940 figures) is 13,000,000. 
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C. G. Wycxorr, Publisher 





LAURENCE STERN, Managing Editor 


The Trend of Events 


SECURITY VS COMPETITION . . . Probably the most 
basic dilemma of our time—a dilemma with the most far- 
reaching economic, social and political implications—is 
how to resolve our conflicting desires for security and 
stabilization on the one hand, and for competitive capi- 
talist enterprise on the other hand. It confronts us both 
in national economic policy and foreign economic policy. 

The concept of adequate “Social Security” is constant- 
ly enlarged. Thus, in behalf of organized labor, the 
liberal section of Congress is now fighting to Federalize 
the unemployment insurance system and increase pay- 
ments to as much as $35 a week for a period of two years 
after the war. The time limitation would, of course, 
prove meaningless. Now, obviously, this is a good thing 
from the point of view of socialized economic stability; 
but in effect upon the Federal budget and taxes—and 
their repressive burden on productive private invest- 
ment—it is not a good thing. 

As a nation we subscribe to the general principle of 
free competition both at home and in world trade—but 
with increasing limitations and qualifications. ' For in- 
stance, the policy of subsidized Federal control of agri- 
cultural output and prices has long since become em- 
bedded. In non-agricultural business we favor “healthy 
competition” but not “cut-throat competition,” yet are 
unable to define the vague border line. In the eyes of 
those individuals or groups that are hurt by it, any com- 
petition is “cut-throat.” 

In the international sphere we shall see rising demand 
for “stabilization” of production, prices and markets of 


international raw materials under governmental agree- 
ments and arrangements. Our Government, from all the 
signs, will bow to this demand in part both because it 
has to do in bargaining with foreign nations and because 
—since this country is the biggest producer of many raw 
materials—we have our own pressure groups which are 
as much interested in “stabilized” (i.e. controlled) inter- 
national markets as are cartel-minded foreign groups. 
At the same time our hope is to foster as much “free 
trade” as possible. 

The resolving of the basic conflict in economic-politi- 
cal “ideology”—if it can be resolved—will only be through 
long processes of trial and error, give and take. America 
will not accept an extreme solution of either the Right 
or the Left. We now feel the jarring growth pains of 
a mixed economy: neither Capitalism in the old sense 
aor Socialism. This makes us regard the “planning” of 
the present generation of brain-trusters—both in govern- 
ment and business—with some reserve. We suspect that 
our “qualified Capitalism” will be shaped more by the 
generation returning from the war—and its children— 
ihan by us elders. 


REVISED FEDERAL BUDGET ... Predicting the ac- 
tual state of the Federal budget a few months hence now 
involves much guesswork because of the dynamic rela- 
tion of the war in Europe to total Government spending. 
Since guesses are in order, we may note there is a good 
chance that, due to the coming defeat of Germany, both 
war spending and the deficit for the current fiscal year, 
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which ends June 30, 1945, will be substantially less than 
the latest official ‘‘projections.” 

With war spending now at an annual rate of $93,- 
000,000,000, the Budget Bureau has recently forecast a 
reduction of at least $3,000,000,000. This seems highly 
conservative since it assumes Germany will not be 
knocked out of the war before next summer. Should 
the end in Europe come this year or by mid-winter, as 
most expect, the fiscal-year war outgo would be very ma- 
tcrially under the $90,000,000,000 that the Budget Bureau 
tcntatively forecasts. 

In the revised budget summary, the most significant 
thing is a revenue increase bigger than the Treasury had 
anticipated. However, this should not be surprising be- 
cause the Treasury has a habit of under-estimating reve- 
nues. The tax “take” is now estimated at $45,663,000,- 
voo, against estimate of $40,769,000,000 in the President’s 
budget message last January. Assuming continued war 
in Europe, the deficit for the year is now put at $52,- 
741,000,000 and the Federal debt—as of mid-year 1945— 
at $258,000,000,000. That is a little less dismaying than 
earlier figures but in this stratosphere region of Federal 
finance differences of a few billions one way or the other 
get no great notice in Washington or elsewhere. 


MILITARY DEMANDS... The Army and Navy have 
one compelling responsibility. It is to win the war. On 
the other hand, the War Production Board has multiple 
responsibilities: the responsibility of seeing that military 
production demands are met; the responsibility of see- 
ing that there is adequate production for essential civilian 
needs; and the responsibility of planning as best it can 
for an orderly industrial transition from war to peace. 

It is therefore inevitable that on the question of the 
adequacy of military supplies there will be frequent con- 
flict between the ideas of the military and those of WPB. 
Recently the military has been emphasizing production 
lags, both specific and over-all, and calling in the most 
vigorous terms for large increases in war output. The 
WPB position is that there are some specific deficiencies 
—due more to very high and increasing military de- 
mands than to lags in previously planned output sched- 
ules—but is more than a little nettled at the Army’s 
widely publicized inference that there is something of a 
crisis in general war supply. 

It is known, though naturally not publicized off- 
cially, that some in WPB believe the Army has piled up 
sufficient supplies of some types for extreme needs for 
three years ahead. WPB knows that production cut- 
backs must come, that the longer they are delayed the 
harder becomes the readjustment problem and it favors 
more cut-backs now than the military will accede to. 
This dispute has been referred to the Joint Chiefs of 
Staff but—as their point of view also is wholly military— 
the chances are WPB will again be over-ruled. 

Civilians are in no position to question the demands 
—especially as regards specific types—of the military 
commanders. Nevertheless it is evident that recent 
statements of Gen. Somervell about military shortages 
have been accepted by the public with a grain of salt. 
Civilians know that no army ever had as much equip- 
ment as it wanted. They know that all accounts of 
awed eye-witnesses from England and France emphasize 
the amazing magnitude—rather than deficiency—of 
American supplies. They know that whenever the war 
ends, whether soon or late, the Army will have vast 


hoards of unused materiel on its hands, for otherwise it 
would be something new under the sun. 

The airing of these disputes, as WPB has found, usual- 
ly serves a useful purpose. The Army, when nudged a 
bit, sometimes finds that certain cut-backs are quite feas- 
ible after all. Witness the present aircraft cut-back, re- 
leasing many thousands of workers. 


THE BUILDING BOOM ... Those who are thinking 
in the most optimistic terms about the outlook for post- 
war economic activity and employment are banking heav- 
ily on a residential building boom. Taking into account 
deferred needs accumulated during the war on the one 
hand, and large consumer savings put by on the other 
hand, there have been many glib “estimates” that volume 
ought to run to 1,000,000 residential units a year. 

In time—and then for a temporary period of several 
years—it might conceivably reach such volume. But it 
doesn’t pay—especially for investors—to kid ourselves. A 
survey made by the National Association of Real Estate 
Boards suggests that over the decade after the war the 
average volume of residential building will probably be 
nearer 300,000 units than 1,000,000. The Econometric 
Institute estimates that volume will rise little from pres. 
ent depressed levels during the first six months of peace; 
will reattain 1941 levels, which were approximately the 
same as in 1939, by one year after the end of the war; and 
is unlikely to attain the hoped-for 1,000,000 units level 
until the third year after the war. 

That last vista, it need hardly be said, is looking rather 
far ahead. Meanwhile, one serious obstacle to the de- 
sired residential boom is the sad fact that when private 
building is resumed the average costs thereof will be 
some 30 per cent above the 1935-1939 level, according to 
recent reliable estimates. The actual scope of longer- 
term private building volume will depend importantly 
on how much these costs can be lowered. 


OUR TRUSTBUSTERS... . The trustbusters of the De- 
partment of Justice seem to be getting restive. Over the 
objection of the Army and Navy, which want to get on 
with the war, they demand prompt trial of scores of 
pending civil suits and indictments. They contend peace 
is near enough so corporate managers can now safely take 
time off from production to sit in court. This is another 
Washington dispute the President will be asked to settle. 
We have scant doubt he will tell the trustbusters to go sit 
in the corner. Time must indeed be heavy on their 
hands when they can threaten anti-trust action against, 
of all things, the railroads, as has recently been done. It 
seems, so they say, that the railroads are stifling competi- 
tion by air, motor truck and waterways. That will be 
news to rail stockholders. If it is so, which one doubts, 
where is the Interstate Commerce Commission? 
—Monday, August 14, 1944 








EDITOR'S NOTE: Due to war-time operating diffi- 
culties, copy for the article on the chemical indus- 
try—scheduled for our August 5 issue and listed in 
the cover caption—was not received in time for pub- 
lication. Revised material on this industry and 
leading companies therein will be published in a 
future issue of this publication. 
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OIL ON THE TROUBLED WATERS 


BY ROBERT GUISE 


Tue Anglo-American oil agreement recently signed in 
Washington has all the earmarks of a real attempt to 
create a powerful weapon for international security and 
a sound peace. It represents the first step towards put- 
ting into effect one of the principles of the Atlantic Char- 
ter. On both counts, it must be hailed as a significant 
contribution to international collaboration. 

If sincerely carried out, this agreement is bound to as- 
sure orderly development of petroleum resources in inter- 
national trade and to provide the basis for a multilateral 
world-wide oil accord in the post-war era embracing all 
nations interested in the production and distribution of 
this vital raw material. Those who feel that efficient de- 
velopment of the world’s oil with due consideration of 
the “have not’s” as well as the “have’s” is essential to per- 
manent peace will welcome the agreement as a step in 
the right direction. Those who favor some sort of inter- 
national control over oil to prevent its use for purposes 
of aggression will see in it an effective instrument for 
peace. 

What is of first importance in connection with the 
world’s oil resources is that they should be made avail- 
able “‘in international trade to the nationals of all peace- 
able nations at fair prices and on a non-discriminatory 
basis.” Hardly less significant, especially if they can be 
broadened to in- 


best means for meeting it. The commission will also in- 
vestigate and make recommendations on Anglo-American 
oil problems. 

On the whole, the machinery proposed is not over- 
complicated and requires for its functioning no more 
than the will of the parties concerned to cooperate. Sig- 
nificance of the agreement is essentially two-fold. From 
a technical standpoint, it incorporates the principles of 
the interstate oil compact long in operation in this coun- 
try and would extend them on a world-wide basis to other 
oil producing nations. Practical application in this re- 
spect will largely govern its success; the rules of procedure 
have still to be laid down. 

Perhaps of more immediate importance, however, are 
the political implications. The agreement in fact pro- 
vides potential machinery for quick sanctions against ag- 
gressors by withholding oil supplies. Repeated emphasis 
on “peaceable nations” leaves little doubt about the in- 
tentions implied. 

Moreover, a deepening of the Anglo-American oil con- 
troversy reaching its head with the dispute over the Ara- 
bian pipe line appears to have been avoided. The agreed 
principle assuring equal opportunity in obtaining con- 
cessions and respect for valid concession contracts would 
seem to imply that we have successfully maintained our 

position. But while 





clude other nations, 
are the provisions 
that “all valid con- 
cession contracts and 
lawfully acquired 
rights” shall be re- 
spected and that 
there shall be equal 
opportunity in ob- 
taining concessions. 

Further broad 
principles governing 
international trade 
in petroleum are 
laid down in the 
agreement; they in- 
clude development 
of petroleum _re- 
sources with a view 
to sound economic 
advancement of pro- 
ducing countries and 
the freeing of pro- 
duction and distri- 
bution from unnec- 








Venezuelan oil wells, part of the huge but shrinking oil reservoir 
of the Americas 


controversy has giv- 
en way to a coopera- 
tive attitude, points 
of friction, existing 
or potential, appar- 
ently are still to be 
dealt with. No oth- 
er interpretation can 
be placed on the 
provision that the 
international com- 
mission shall inves- 
tigate and make rec- 


ommendations on 
Anglo-American oil 
problems. 


On the whole, the 
agreement must be 
viewed as a realistic, 
if cautious approach 
to a wider accord in 
this vital field. The 
American petroleum 
industry is inclined 
to regard it as help- 





Standard Oil Gon 








essary restrictions, 
both no doubt with important connotations in re- 
spect to conservation and exploitation. 

Less palatable to the oil industry is the proposed es- 
tablishment of an international petroleum commission 
composed of representatives of the two Governments, 
charged with the responsibility of estimating world de- 
mand and recommending to member Governments the 
1944 
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ful to their opera- 
tions both at home and abroad and as a concrete step 
towards a foreign oil policy for this country. Misgivings 
as to the functioning of the international commission 
are partly offset by the very flexibility of the accord; 
thanks to that flexibility there should be a minimum of 
apprehension of any attempt to interfere with the flow 
of the world’s oil for peaceful (Please turn to page 536) 
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The Market's Next Move 


There are indicated rally potentials under the continuing leader- 
ship of the most speculative low-price stocks but we believe this 
move is living on borrowed time. The general price level is in a zone 
definitely unattractive for purchases for capital gains purposes. 


ee A. Ss 


We continue, broadly speaking, to have two stock 
markets. One is the market whose fluctuations you see 
recorded in the Dow-Jones industrial average or the New 
York Times average of 50 stocks or the Herald-Tribune 
average of 70 industrials. This market—in which there 
are no cats and dogs—is doing very little. It is about 
where it was two weeks ago when our last previous analy- 
sis was written. 

The other market is made up of the low-price stocks. 
That is where the volume and the “action” continue to 
be. Our index of 100 low-price stocks advanced 5.82 
points over the past fortnight—of which 4.38 points were 
marked up last week. This compares with net gains of 
42/iooths of 1 point in the Dow industrials and of 
20/100ths of 1 point in our index of 100 high-price stocks. 

This situation—in which investment demand is nota- 
bly temperate but in which there is speculative demand 
for almost any stock with a price of 10 or less—is not new. 
The only significant change in it is that it seems to be 
getting ever more “doggy.” Last week the twenty most 
active stocks on the Big Board averaged $6.93 in price. 
Sixteen of the lot were under $10 in price. Eighteen 
were under $11. Only one—Willys-Overland at $1654 
against $6 a few months ago—was above $15. 

We had something like this in the culmination of the 
market rise in the spring and early summer of 1943. 
However, there is one interesting difference. Unlike the 
boiling 1943 speculation in low-price stocks, we now 
have a “rumor market” to the greatest degree in many 
years. Especially since the famous Fisher Brothers an- 
nounced their withdrawal from the General Motors 
management and their intention of doing business for 
themselves—presumably in the automotive field—the ru- 
mors have come fast and furious. 

Take the case of Graham-Paige. Here is a company 
that stopped making automobiles—after running up defi- 
cits aggregating some $23,000,000 over a period of years— 
and to which war work was a life-saver. This stock sold 
as low as 114 this year. Recently, on advance rumors of 
the deal through which a new management took over, it 
shot up to 7; and last week the trading turn-over in this 
issue was over 500,000 shares. 

The stocks of the motor companies with the most 
speculative—and dubious—longer term potentials have 
put up our index of automobile stocks to a new recovery 
high, far above the 1937 bull market high. From this, 
one would imagine that the best automobile stocks— 
General Motors and Chrysler—ought to do even better 
marketwise than the also-rans. But under today’s specu- 
lative standards of value that simply can not be. Neither 
of the leading equities of the industry has been able to 
duplicate the 1937 highs. 

The low-price poker chips in today’s game are by no 
means confined to automotive issues. For instance, clos- 
ing last week at 23g General Realty showed a gain of 
over 35 per cent in six trading sessions; while U. S. Realty 
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MILLER 


(in bankruptcy) in the same short period gained some 
go per cent to the advanced level of 214. 

Officials of the SEC and the Stock Exchange are ex. 
pressing increasing concern over the growing proportions 
of the rumor business. But, except for keeping a watch. 
ful eye open, there is very little they can do about it. As 
a practical matter, the speculators in cats and dogs are 
safe from everybody—except themselves. Much of the 
present buying of stocks at $2 to $10 a share is sheer gam- 
bling—just as much so as betting on the horses. The joy. 
ride will be ended not by the head-shaking of SEC off. 
cials nor by the warnings of responsible security analysts 
but, as usual, by the eventual crack in over-extended spec. 
ulative prices. When that will come, we don’t profes 
to know. Reason, judgment and appraisal have ver 
little to do with it. It is a psychological phenomenon of 
the mass “speculative mind” which at times violates every 
rule in the investment book. 
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soundest values and the most reasonable purchases for 
longer-term retention today are outside of the low-price 
feld in an overwhelming majority of instances. 

As an example—taking into account all-around quality 
including financial strength and management; current 
dividend yield and conservatively-projected post-war 
earnings potentials—the writer believes that relatively at- 
tractive stocks at present prices include American Gas & 
Electric, American Tobacco, Beatrice Creamery, Bristol- 
Myers, Chesapeake & Ohio, Columbia Broadcasting, Great 
Northern preferred, Kroger Grocery, Loew’s, Mohawk 
Carpet Mills, Montgomery Ward, National Distillers and 
Schenley. But although relatively attractive, does that 
necessarily mean that these, or other comparable stocks, 
are an opportune buy at present? We don’t think so. 
Without extended discussion, let us note just one thing: 
Out of this list of 13 issues of much above-average qual- 
ity, g sold substantially under present prices at some time 
in each year of the past ten; and the other 4 sold under 
present prices in each year of the past eight. 

In short, to buy sound stocks to advantage is to buy 
when they are down, not up—to buy in much deeper re- 
actions than we have yet had. You may well ask, when is 
uch an opportunity coming? No one can predict the time 
with any assurance, since it is a matter not of factual 
analysis but of public psychology. But since the time 
factor in this question obviously is not a matter of years 
-but, in our opinion, a matter of a few months at most 
and possibly of a few weeks—we do not consider that one’s 
inability to answer the timing question in advance is a 
material investment consideration. 

There are many things we don’t know about the situ- 
ation that will confront us after defeat of Germany. But, 
without trying to look at the trees, there are some things 
in that forest that anybody can see with the naked eye. 
They are big coming declines in production, national 
income and employment. The market has been largely 


AUGUST 19, 1944 


and financial deflation to be sandwiched in between the 
war boom in industry and the expected post-war con- 
sumer goods boom. Is this any guarantee that the mar- 
ket can continue to discount the anticipated post-war 
boom, without meanwhile reacting to a set of visible, 
factual conditions that will have no appearance what- 
ever of boom? We doubt it very much. 

We have never yet seen a strongly bullish investment- 
speculative psychology prevail in an environment of ma- 
jor decline in production, employment, national income; 
and important decline in corporate earnings. There will, 
of course, be a very substantial decline in profits, even 
though modified by the carry-back provisions of the tax 
law. Furthermore, it seems very probable to us that 
where earnings are in effect a tax refund rather than 
“regular earnings” they will hardly have their usual 
connotation in investment psychology. 

Regardless of whether private enterprise can in the 
long run achieve a full-employment level of prosperity, 
it certainly can not do so for some time to come and 
neither private enterprise nor the Government can pre- 
vent mass unemployment at an increasing rate when 
something like $40,000,000,000 to $50,000,000,000 of war 
spending is taken out of this economy during the 12 
months following defeat of Germany. 

Perhaps we are crossing this deflation bridge—in this 
article—a bit too soon. Maybe Germany can hold out 
for four to six months longer (apparently making the re- 
election of President Roosevelt pretty much a foregone 
conclusion, which may or may not be considered an im- 
portant factor in the market outlook). But we would 
rather be soon than late—when it is clearly possible that 
the end in Europe could come almost any time. Mean- 
while, we believe the market is in a zone generally un- 
attractive for purchases for capital gains purposes geared 
to taxes which make retention for six months or longer 
a practical necessity. —Monday, August 14. 
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To What Extent Can the Monetary Agreement 


Promote U. S. Economic Interests? 


BY £:. A. 


r 
Tue achievements of the Bretton Woods Monetary 
Conference were officially hailed as a successful effort 
to devise methods which would do away with two major 
pre-war economic evils—competitive currency devaluation 
and destructive impediments to trade. To be sure, such 
was the avowed aim: to create a blueprint for post-war 
currency stabilization and sound world-wide economic 
development. 

Whether this aim will be achieved remains to be seen; 
no mere agreement on procedure and machinery could 
possibly guarantee success. However, critical observers 
feel quite differently about the work of the representa- 
tives of 44 United and Associated Nations. Variously, 
they call it a design for a world RFC or a huge world 
pump priming scheme largely supported by Uncle Sam. 

Soberly viewed, the agreements of Bretton Woods are 
probably all that, and more. They also represent the 
last chance at world reconstruction along liberal and 
capitalistic lines. The whole scheme of course is tenta- 
tive in the sense that the participating nations have yet 
to act upon the proposals. Failure to obtain ratification 
may and probably will mean a breakdown of post-war 
currency relationships with resultant world-wide cur- 
rency anarchy and a return to unilateral or barter trade. 
We, as the world’s leading creditor nation, would stand 
to suffer most from such an unhappy turn of events. Lit- 
tle wonder, then, that those charged with guiding the 
conference to a successful conclusion were happy and 
satisfied with the outcome which others viewed with con- 
siderable skepticism. Considering our tremendous stake 
in a successful conference, it is understandable that off- 
cial emphasis was on cooperation and agreement rather 
than on terms and details. Viewed in this light, Bretton 
Woods was a success. Whether the agreements will 
work, and work to our advantage, is another matter. 

Primarily, the accent at Bretton Woods has been on 
mechanism and therefore the conference could not be an 
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end in itself. This is only natural, for no long-term 
monetary program can be laid down in detail in a single 
conference. Essentially, then, the conference created the 
machinery for doing something, provided that the par. 
licipating nations by subsequent ratification actually 
decide to do it. Will they? I believe yes. Since most 
foreign nations stand to benefit under both the monetary 
and world bank scheme, they would be foolish to delay 
or refuse ratification. Actually, they can lose nothing 
but gain very considerably. 

Serious objections have been raised in our own coun- 
try, leading to forecasts that the proposals will have hard 
sledding in Congress. But the writer is willing to pre- 
dict eventual congressional acceptance, once that body 
has become fully aware of the importance, yes necessity 
of American ratification, in our own interest. 

British reaction has been cautiously optimistic, with 
Parliament apparently willing to try both the stabiliza- 
tion and world bank schemes. Optimism there is 
strengthened by the fact that the experts at Bretton 
Woods succeeded in agreeing without over-long wrang: 
ling or the resort to ambiguous texts; in other words, 
American emphasis on cooperation and agreement rather 
than on terms and details. But caution remains because 
both proposals are recognized as financial experiments 
on a scale never before attempted. To be successful, 
they imply at least a refusal by leading nations to return 
to a policy of trade restrictions, and here is the rub, in 
the British view. They fear we might still “renounce our 
offspring” by later failure of proper implementation of 
the currency scheme in the trade field. Meanwhile, how: 
ever, Britain appears ready to give it a trial, as is Russia, 
both fully aware of the potential advantages they can 
derive from operation of the scheme. 

Expressed in the most simple terms, the plan for cur- 
rency stabilization and a world bank for reconstruction 
is mainly a scheme to make dollars available to the world, 
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‘the gold to be 25% of each country’s quota or 10% 








even if the world cannot always earn dol- 
lars. As. such, it stands immediately re- 
yealed aS a measure tO support interna- 
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tional trade during the transitional period. 
At that time, we won’t find it easy to open 
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we must rely on heavy exports to maintain 
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roduction and employment at highest pos- 
sible levels. After the first world war, our 
export boom turned out to be merely gifts 
to foreign countries financed by American 
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investors. This time, Bretton Woods is 
providing a different procedure, one linked 
to Governments and taxpayers rather than 





to private investors. 

The Bretton Woods agreements revolve 
around two proposals, one calling for a 
currency stabilization fund of $8.8 billion, 
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the other for an International Bank for 
Reconstruction and Development with a 
capital of $g.1 billion. 

Let’s first discuss the Monetary Fund, by 
far the more controversial of the two. Each participating 





snation would pay into the Fund a quota determined large- 


ly by certain economic factors such as gold holdings and 


‘the volume of foreign trade. These quotas, listed in the 
F accompanying table, may be revised from time to time but 
never without a country’s consent. Payment of quotas are 


to be made partly in currency (or a limited amount of 
obligations under certain conditions) and partly in gold, 

/O of 
its holdings of gold and USA dollars whichever is smaller. 
Thus the USA with a quota of $2,750 million would con- 
tribute about $700 million in gold and would make avail- 
able for the Fund a credit of about $2 billion, the amounts 
to be supplied by the U. S. Treasury. 

All powers of the Fund are vested in a Board of Gover- 
nors, One governor from each member country, and the 
Board may delegate its powers, with certain exceptions, to 
twelve executive directors who shall be responsible for the 
general operations of the Fund. Five directors shall be 
appointed by the five members having the largest quotas 
and seven by other countries. The voting power of mem- 
ber countries is related to their quotas, each member hav- 
ing 250 votes plus one additional vote for each $100,000 
of its quota. The total number of votes thus will be 
99,000 of which the USA would have about 28%, England 
about 1314% and Russia about 1214%. There is further 
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provision that in important matters relating to loans, a 
country’s voting power increases on a sliding scale as its 
currency becomes scarce, and decreases as it becomes more 
abundant. It is estimated that under this arrangement, 
the maximum vote of the USA might reach nearly 35°% 
of the total. 

All decisions will be made by a majority vote except a 
change in quotas which requires a four-fifth vote, and a 
change in interest rates on loans which requires a three- 
quarter vote. A uniform change in the parity rates of ex- 
changes can be made by a majority vote provided every 
member country having 10% or more of the aggregate 
quotas approves. 

The par value of the currency of each member shall be 
expressed in terms of gold or USA dollars and shall be 
based on the rates of exchange prevailing on the 6oth day 
before the agreement goes into effect, with certain excep- 
tions. The stabilization agreement becomes operative 
when signed (that is ratified) by nations having 65% of 
the quotas but not before May 1, 1945. Recognizing the 
possibility of error in fixing exchange rates and the pres- 
sure to which various currencies may be subjected spo- 
radically, quite liberal provisions are made for changing 
parities to correct fundamental disequilibria. After con- 
sultation with the Fund, a member country may vary its 
parity rate as much as 10% but consent of the Fund to 
such action is not necessary. This is only 
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required for changes exceeding 10%. 
Also, exchange regulations and restrictions 
may be maintained during the transitional 
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period but member nations shall withdraw 
| them as soon as conditions warrant. The 
| Fund may make representations to members 
| regarding exchange restrictions and any 
| member still maintaining restrictions after 
five years must consult with the Fund as to 
their further retention. 

The Fund’s real purpose, however, is to 
make loans, that is to provide facilities tan- 
tamount to loans. A member country may 
buy from the Fund other currencies up to 
25% of its quota in any one year, and up to 

















“2/0 
I a maximum of 100° of its quota including 
the amount of its gold contribution. Eng- 
land, for example, could borrow $1,300 mil- 
lion net, China $550 million, at the annual 
rate of one quarter of these amounts. Sig- 
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nificantly, these limitations on borrowing may be waived 
by the Fund at its discretion. 

No doubt, most of the nations will become borrowers 
because even at best there will be few creditor nations, 
apart from the USA. While member countries buy from 
the Fund, the operation in effect amounts to borrowing. 
The currencies contributed will be of varying quality, 
most of them not freely convertible into dollars or gold 
and many will probably remain inconvertible for years. 
Purchasing strong, convertible currencies, such as dol- 
lars, with weak, inconvertible currencies at fixed rates in 
the last analysis is purely a lending operation. While 
the Fund will aggregate $8.8 billion, only a little over 
$4 billion will actually be lendable, limited as it is to 
the currency contributions of a few creditor nations plus 
the gold held by the Fund. Our own contribution will 
probably constitute some 60% of the lendable funds. 











Schedule of Stabilization Fund Quotas | 
and International Bank Subscriptions | 
By Countries | 
(in millions of U. S. $) 
Stab Internat. 
Fund Bank 
Quotas Subscriptions 
PORN is vnccenespsecwdessiosss 200 200 
DIR ss, ken Roda OK Ramee eIe 225 225 
DUNE o8a 5s Koresawe~aessaaes 10 a 
oe rene ee 150 105 
SIR SG oa Kaan eS eeeae ones 300 325 
CC) Se ener er ae 50 35 
WORE ieia'ss iodine ats is wromoiawiiow avs 550 600 
CSS Sere rr 50 35 
RORSIN DRIER is -5.0' 0:0 os 00 sbeleowe 5 2 
RMR asl co ndieareeiee bekeaeine 50 35 
| Czechoslovakia. ..........00006 125 125 
> ee ee er * * 
Dominican Republic............. 5 2 
SE CAN nd Gk ca gsiena sees 5 3.2 
DS ea rer eee 45 40 
SRO 5 sis tase oweneewsses 2.5 1 
EMAAR een ow ro wey sions SEO 05050 6 3 
LES ee ee 450 450 
PE sic eeiconGaciwnsos 40 25 
ERR Ds oi cidcie as ownrdedoaese 5 ) 
C.. Seeeerrererrrrerrrer eer 5 2 
AP ROMPRES is 56.49 65.8 55-6.500949 456 2.5 1 
NS. 5 6 ca S Aes eS nwa aes 1 1 
DEDES s ck wecsauaseseueneeer 400 400 
| POR Guicaaw sass ss ewsaess owes 25 24 
DRO iicad tocceuGeseeserecowows 8 6 
MEDRA GG. csncesSucianesawuewd 0.5 0.5 
Ne ee ee ee 10 10 | 
REDE Sina ss bce oweuswtes 90 65 | 
ee ee ree 275 275 | 
| Pillows Meatlende cscs csnvscesesces 50 50 
DURMROUR Ss 6sob sede wea enasam ese 2 0.8 
SIS SSS ere eee 50 50 
PMR ES 5:55 seawens oouiwene 6's 0% 0.5 0.2 
Lol eee eee a 2 0.8 | 
MES ci ahs basisuaei os suwseaee 25 17.5 
Philippine Commonw ............ 15 45 
NRE Pcie a sien vou ne chw revs 125 125 
| Union of South Africa........... 100 100 
Union of Soviet Soc. Rep......... 1200 1200 
| Ronites REngdom oo o-0:.05:0000s0es 1300 300 
NOt NINES 3-5 0 dss ease wee eis 275 3175 
bo Uo ne ee ee 15 10.5 
| Sey MINDED. 2.561 susie se SG wis a ois wi 15 10.5 
PONIER S <6 5nd. Saw ea eae meunes 60 40 
BL cked cashes Shaun ee wee weas 8800 9100 
*The quota of Denmark shall be determined by the Fund after 
the Danish Government has declared its readiness to sign this 
Agreement but before signature takes place. 











While there are some safeguards designed to prevent — 
excessive use of the Fund’s resources, their efficacy re 
mains to be seen. One is that the Fund may prevent ity 
members from using its reserves, “in a manner contrary 
to the purpose of the Fund.” Since its stated purpose iff 
so general, it comes down to a matter of discretion ome. +. 
the management made up largely of representatives of ' 


borrowing nations. It is a point that has come in fo 
most severe criticism since it is feared that the manage 
ment almost certainly will lean to extremely liberal i 
terpretation of this provision. 

As is readily apparent from this simplified outline of 
the Fund’s proposed operations, the structure erected at 
Bretton Woods possesses great elasticity. Basically, the 
Fund’s objective is to act as a shock absorber in taking up 
temporary fluctuation in supply and demand relation 
ships. The theory is that the Fund will supply a tempo. 
rary shortage of any national currency and absorb a tem 
porary oversupply, thereby maintaining stable price re. 
lationships pending re-establishment of an equilibrium 
in a natural manner. 

Critics maintain, however, that the currency agreement 
is not so much a stabilization measure but an instrument 
for lending and financing. Its basic weakness, no doubt, 
lies in the fact that it permits a borrower to be the judge 
of his own credit. It expressly permits currency devalu- 
ation up to 10%, possibly more, whether under the guise 
of competitive devaluation or otherwise. It imposes no 
rules of conduct on the borrower. Obviously, the onl 
force working toward currency stabilization under th 
scheme would be merely the desire of each nation to do 
what is proper. However, where such a desire exists, 
no such scheme is necessary. 

Anyone following the day-to-day developments at 
Bretton Woods was impressed by the fact that great 
emphasis was placed there on granting credits and very 
little on the necessity for each country to put its own 
house in order through sound internal fiscal policies. 
Clearly, the delegates of various nations were more con- 
cerned with the question of how much a country could 
borrow than with the essentials of stabilization. As dis 
cussions proceeded, it became quite obvious that the par: 
ticipating countries did not care for any commitments 
which might interfere with their internal policies. As} 
a consequence, the Fund actually has become “a oneft®S UP | 
way ticket,” with the granting of credits remaining its!"S UP h 
principal obligation. ‘This is the reason why the writeg"® $¢" 
cannot possibly see any difficulty in obtaining ratifica "51401 
tion, except possibly in the United States. little apy 

Actually, the scheme neither exercises particular com he first 
pulsion in promoting exchange stability nor does it rule a — 
out exchange restrictions long after the transitional pe divi P 
riod. Even after the latter, which apparently is to last a ividu; 
up to five years, any nation may regulate internationalf™lions 
capital movements and in some cases will be even ref, _ the 
quested to do so. If a currency becomes “scarce,” other pec Fe 
nations may ration that currency and impose limitation pt mind, 
on the freedom of exchange operations. lecisions 

The granting of credits by the Fund appears especially on. , 
back of the British conception which seems to hold that a m0 
the Fund’s primary function is to expand foreign trade ie ‘a 
through credits. While the British do not ignore the e will . 
question of currency stabilization per se, they apparentl} 7 ee « 
feel that stabilization is a natural consequence of trade _ 
and economic stimulation through ample credits. This much les 
explains why Great Britain originally favored much Ss 
larger credit facilities, a total fund of $g0 billion under ve sp! 
the original Keynes plan. They still feel that $8.8 bil ‘ten th 
lion is rather small though bet- (Please turn to page 534) peel 
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The transition from a war economy to a peace economy 
will involve industrial, financial and human readjust- 
ments scarcely less sweeping and drastic than were ex- 
perienced in America’s shift from peace to war. : 

The shift to war was expansionist in net effect—“in- 
flationary,” if you will. It spelled more production, more 
employment, more consumer income, more demand for 
ill available goods and services, higher prices. So far 
as the home front is concerned, this was an environment 
ihat made for a generally cheerful sentiment. 

But since life is made up of action and reaction, what 
yoes up usually comes down—inevitably so when the go- 
ing up has been abnormal. Business men, investors and 
the general public have been looking ahead to the 
ansitional period with considerable misgiving and no 
little apprehension. There are two reasons for this. In 
ihe first place, it is realized that the processes of adjust- 
ment must be on the contractionist side—“deflationary,” 
fone prefers the term—both in over-all effects and in 
individual effects upon thousands of enterprises and 
millions of persons. 

In the second place, quite aside from expected eco- 
nomic results not conducive to an entirely blissful state 
ifmind, the complex problems facing us call for difficult 
lecisions and for action on the part of the Government, 
dusiness managers and millions of people whose means of 
lvelihood—and in many instances whose places of abode 
-have been changed by war and must be changed again. 
lt will amount to a colossal reshuffle, with a large per- 
‘entage of us—whether as business manager or employees 
-not yet knowing just what we are going to shift to, 
much less how. The uncertainties, the indecisions, the 
waiting for leadership—especially in the Federal legis- 
tive sphere—make for a fidgety uneasiness. 

Yet the picture is not without definitely encouraging 
‘pects, and increasingly so. The dimensions of some of 
ihe most important problems have been shrinking in 
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Where Transition Problems 


Are Shrinking 


c. WEEDON 


recent months and may reasonably be expected to shrink 
further by the time peace in Europe actually comes. That 
this is so is not much a matter of “planning” thus far— 
though governmental planning certainly is in urgent 
order if our transitional difficulties, great at best, are 
not to be needlessly aggravated. As it stands now, we 
are getting some reduction in the “shock potential” 
mainly because matters just worked out that way. 

As an example, the contract termination problem ap- 
pears likely to be less formidable in magnitude than had 
been expected earlier. This is because the total volume 
of war orders on the books of industry has for some time 
been gradully but steadily declining. Industry on the 
whole, despite some exceptions, is eating its way through 
the backlogs. In May, for instance, last month on which 
information is avilable, new war contracts placed totalled 
$1,830,000,000, while deliveries on old contracts were 
reported to have approximated $5,000,000,000. As a 
matter of fact, ever since the last quarter of 1943, the 
monthly value of war production has exceeded the 
monthly value of new orders; and at the same time there 
have been large and increasing contract terminations. 
This over-all trend, regardless of possible further shifts 
in military programs, may be expected to accelerate as 
the war moves into its final phase in Europe. The more 
the total outstanding contracts are whittled down before 
defeat of Germany, the smaller will be the termination 
problem after defeat of Germany. 

Meanwhile, in Washington there has been established 
not only the general principles of procedure in contract 
terminations, as specified by Congress in its first action 
on reconversion legislation, but the physical machinery 
is also set up and is functioning in detail under the 
general direction of Robert H. Hinckley, a business man 
and former Assistant Secretary of Commerce, as the new 
Director of Contract Settlement. Letters of intent to 
cancel contracts are now being sent out to manv con- 
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iractors, subject to telegraphic notice of effective dates. 

It is encouraging that in its approach to the handling 
of reconversion problems, the War Production Board has 
been steadily retreating from complex procedures toward 
more simple ones. As one instance, WPB direction of 
cutbacks will be limited to prime contractors only, leav- 
ing to the discretion of such large contractors the cutting 
back of their sub-constractors, regardless of how this 
will affect the pattern of reconversion and regardless of 
its effect on civilian production. It was decided that the 
task of attempting to guide cutbacks through all the 
lower tiers of sub-contractors would be just too complex 
and time-consuming. This, of course, makes advance 
reconversion planning more limited—so far as WPB is 
concerned—than had been expected not so long ago. 

In general, the idea of “blue-printing” the whole re- 
conversion program appears to have been dropped—also 
the idea of giving all manufacturers, or as many of them 
as possible, an even start on resumed production of 
civilian goods so that none would begin with competitive 
advantage. This would have involved too many baffling 
complexities in both planning and administration. In- 
stead, WPB is now inclined to favor letting industry be 
“given its head,” so far as practically possible, rather than 
regulating the shiftover at every turn. This is in the 
direction of more leeway for private initiative and in- 
genuity in the peacemeal unwinding of the war economy 
—unwinding to some extent by “bits and pieces”—and is 
therefore to the good. That still, of course, will leave 
plenty of Federal regulation: especially as regards use of 
materials and labor, the unscrambling and rearrange- 
ment of plants in which some of the machinery is owned 
oy the Government, getting new machine tools if 
needed, etc. 

As regards the general situation as we approach V-Day, 
a decline in the “shock potential” is also being reflected 
in some of the pertinent financial measures. Thus, 
aggregate dollar value of manufacturers’ inventories— 
shown along with other types of inventories in an ac- 
companying chart—is declining progressively, to that 
extent scaling down the problem inherent in excess post- 
war inventories. From peak of $17,900,000,000 last No- 
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vember, this figure was down to $17,300,000,000 
by the end of May—a reduction of $600,000,000, 
and it may be noted that half of the cut was regis. 
tered in April and May alone, which suggests an 
accelerating trend. wee 

The physical volume of manufacturing inven. 
tories has been inflated less than is commonly 
imagined. The total was $10,000,000,000 even at 
the end of the depression year 1938; and of the net 
increase of $7,300,000,000 as of the end of May,a 
large part of the dollar figure reflects price in 
creases. As compared with the end of 1938, prices 
of raw materials are up nearly 60 per cent; semi. 
manufactured products about 25 per cent; fin. 
ished goods some 26 per cent. 

Practically speaking, industry itself will have 
no surplus-disposal problem. That is, the war. 
purpose inventories for which manufacturers 
can see no peace-time uses will be transferred to 
Government ownership in the settlements for 
completed war work and the present owners will 
be fairly compensated for them. 

Beyond this, however, the dimensions of the 
Government’s surplus-disposal problem—or per- 
haps, more accurately, of public fears on the 
matter—have also been shrinking. It is increas 
ingly realized that a huge part of the total—supplies, 
equipment and plants—simply have no use except for 
war, can not have any kind of a post-war civilian market 
and hence to this extent will not be a burden on business 
activity or on commodity prices. 

Against loose estimates that the Government may have 
on its hand surpluses that cost it from $50,000,000,000 
to $75,000,000,000—which is quite conceivable—it was 
recently stated by J. A. Livingston, who is associated with 
WPB but who was offering only a personal appraisal of 
the situation, that the marketable carryover of Federal 
surpluses would approximate only $15,000,000,000. For 
a country which has recently been producing nearly 
£200,000,000,000 worth of goods and services a year—and 
which produced $108,000,000,000 worth in the pre-war 
year 1939, a Government surplus problem measured by 
$15,000,000,000 ought to be manageable without undue 
difficulty. 


Not To Be Dumped 


Moreover, all of this stuff—from foods to factories—will 
be in “strong hands’—the Government’s hands. It does 
not have to be, and will not be, “dumped.” It will be 
liquidated in orderly fashion, as both possible and de- 
sirable; with safeguards against aggravating economic 
instability. As with contract termination, this disposal 
program is also under the direction of an able, practical 
business man: Mr. William L. Clayton. 

Business itself not only will not have any considerable 
problem of inventory disposal but will face the need of 
inventory expansion for peace-time activities. Many types 
of non-war inventories are now depleted and some- 
notably in the whole range of consumers’ durable goods 
—are non-existant or virtualy so. It is true that the 
aggregate of retail inventories, as shown by the accom: 
panying chart, is much larger than before the war, but 
much of the dollar figure reflects mere price increase; 
and it appears unlikely that in the lowest phase of the 
transitional slump in employment and consumer spend: 
ing we shall return either to a price level or a retail trade 
level as low as the average of 1939. In civilian goods 
there is today no conceivable inventory excess except for 
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an apparently moderate amount of inferior stuff: “war- 
time ersatz,” which merchants already are prudently 
working off as fast as possible. 

Under our private enterprise—or profit and loss—sys- 
tem, all economic shocks translate down into financial 
measurements; and the severity of the financial shock 
depends importantly upon the financial cushions that 
have been built up for the very purpose of anticipating 
the rainy day—and taking some of the rain out of it. In 
this respect, it may be said that, while the problems are 
imposing, the financial cushions are also imposing. In- 
deed, they appear remarkably so. Let us look briefly 
at them, in their several aspects. 


Financial Positions 


On the whole, business enterprise—large and small— 
will come out of the war with a very substantial decrease 
in debt and fixed charges and with a major increase in 
liquid assets. It is beside our present point whether 
capital financing will be needed for post-war expansion 
of civilian production—as it surely will be in many in- 
dividual instances. The question here dealt with is 
financial ability to withstand deflationary shock in tran- 
sition. Never before has industry approached a let- 
down with so many and so deep “cushions.” 

There is a cushion in the unprecedented volume of 
business cash, partly in the form of bank demand de- 
posits, partly in investments in Government bonds. 
There is a cushion in recoverable taxes, mainly under 
the carry-back and carry-forward provisions of the reve- 
nue law, and to a lesser but important extent under 
provision for post-war refund of 10 per cent of excess 
profits taxes paid during the war years. There is a 
cushion in high tax rates per se in that the impact of any 
shrinkage in pre-tax earnings must be borne more by the 
Treasury than by cut in net profits of companies subject 
to EPT. For accounting purposes, though it is really 
strength of cash position that counts, there is a cushion 
in very large contingency reserves built up during the 
war. Finally, if there is any temporary need for resort to 
bank credit in liquidating war-time current liabilities, it 
is plentifully available at low interest rates. The elab- 
orate system of Government credit aids and guarantees 
is designed not only to facilitate war production but to 
overlap and equally facilitate the transitional adjust- 
ments. 

While the financial liquidity of industry in the aggre- 
gate—that is, the ratio of current assets to current liabili- 
ties—was temporarily and sharply reduced during the 
war period, there is evidence in recent months that the 
trend is being gradually reversed; with the probability 
that the defeat of Germany will find the composite 
liquidity ratio materially higher than it was at the start 
of this year. 

As one indication of the decreasing strain on working 
capital positions, it may be noted that the long rise in 
business demand deposits seems to have culminated sev- 
eral months ago. There is less need to emphasize ac- 
cumulation of cash. We are seeing a reflection of this 
in the present moderate, but clear-cut, upward trend in 
corporate dividend payments. We see it also in a tenden- 
cy to prune down current deductions, in interim earn- 
ings reports, for contingecy reserves; and in occasional 
eliminations of this deduction. For instance, in the 
General Motors report of profits for the first half of 
1944, recently released, there was no contingency deduc- 
tion at all, whereas in the first half of 1943 this reserve 
deduction amounted to $15,978,000 and in the first half 
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of 1942 the total of special reserves deducted from earn- 
ings for post-war contingencies or “possible additional 
loss on commercial operations” was $18,792,000. This 
company stopped building up special war-time reserves 
because previous total accumulation thereof—approxi- 
mating $75,000,000—was deemed adequate. It is not 
alone in this policy. 

Because they have been so adequately publicized, we 
need give only a passing nod to the huge financial cushions 
against the shocks of the transition period that individuals 
have established for themselves—the vast aggregate of 
war-time consumer savings put by—or to the other cush- 
ions provided for individuals by Government action. 
The latter include unemployment insurance, the reserves 
for which are growing steadily at the present time; and 
the system of post-war financial aids for demobilized 
service men and women as recently provided by law. 
Consumer savings, including back deposits, are still ex- 
panding. Though we doubtless have many profligates 
among us—war workers who have spent their windfall 
of prosperity—there is no question that consumers dis- 
located in the unwinding of the war economy will, on the 
average, possess much stronger “rainy day” reserves than 
ever before in this nation’s history. 

Before we conclude this article, however, it is necessary 
to emphasize that, while we have called attention to 
aspects of important change for the better in the outlook 
as regards the country’s transitional problems, it is not 
in any sense our purpose to imply that the problems will 
be easy of full and satisfactory solution, or that the 
picture is all white. That would be wholly erroneous. 
Against the white in this picture, there is plenty of black 
and even more of gray. 

At best, even if Congress acts with speed and wisdom 
on pending “reconversion legislation,” we can only 
mitigate the shock that is coming. We can not prevent 
it. ‘here will in any event be a large transitional decline 
in production, in employment, in national income. The 
job dislocations and relocations of upward of 20,000,000 
persons—possibly up to 30,000,000 if economic reestab- 
lishment of discharged military personnel is included— 
will be as nothing this country has ever gone through 
before in its long history. (Please turn to page 529) 





A Westinghouse 
Manufacturers of refrigerators expect a period of heavy 
demand in peace 
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REVISED POTENTIALS FOR 
HEAVY INDUSTRIAL EQUIPMENT 


BY LAURENCE STERN 


lL took a war to boom our capital goods industries: 
the industries that make the facilities of production. 
They are a marginal part of our economy and in peace- 
time have long been a “problem child.” ‘Together with 
foreign trade, they account for the top layer—when we 
have it—of employment and national income. In their 
nature—since demand, unlike demand for consumer 
necessities, can readily be deferred—they are subject to 
“cyclical swings” of dizzying scope. 

The record of the capital goods industries, especially 
since 1929, has been so checkered that each upswing of 
prosperity is greeted with mixed emotions. The rejoicing 
is subdued by quaking thoughts of the nose-dive in vol- 
ume that is expected to follow in due time. 

Excepting for a limited period in 1936-1937, when 
New Deal “pump-priming” at last filtered up to the 
capital goods sphere in a moderately active way, this sec- 
tion of our economy was a “sore spot” for the entire 
decade between the 1929 crash and the beginning of 
demand for armaments in 1939. Now it is riding high 
on the wings of war, but everybody knows that this 
stimulus is temporary. Its post-war prospects are gen- 
erally regarded as dubious. Because of the war-time in- 
crease in our total industrial capacity, some fear it has 
built itself out of markets for years to come. 

In reflection of this pessimistic view, Donald Nelson 
of the War Production Board recently said: “The place 
where a good deal of thinking must be done is in capital 
goods. Unless we can develop a broad export market for 
capital goods, I don’t see the opportunity for them to 
be prosperous. We've got to have them in a healthy 
condition if the entire economy is to be prosperous.” 

Others speculate on giving away our surplus—or sup- 
posed surplus—of machinery to foreigners, lest our econ- 
omy after the war is to wither under a suffocating blanket 
of excess industrial capacity. 
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Obviously, the actual facts and the post-war possibilities 
are of very great importance. I propose to deal both 
with the facts and the possibilities in this article, but 
first with the facts. 

To begin with, the dimensions of the problem of ex- 
cess industrial capacity—the excess created by new plant 
and equipment built during the war—are not nearly as 
great as is commonly and loosely supposed. On this 
question authoritative studies have recently been made 
for the Public Affairs Committee, Inc., by Joseph A. Liv- 
ingston of the War Production Board, and for the Com- 
mittee for Economic Development by Dr. Abraham D. 
Kaplan, economist of the University of Denver. They 
are in substantial agreement on their more essential 
findings. 

Plant expansion during the war period has footed up 
to about $21,500,000,000, of which $15,500,000,000 has 
been financed by the Government, $6,000,000,000_ by 
private capital. Livingston estimates that not more than 
$6,000,000,000 of the Government-owned plant and ma- 
chinery could have any civilian uses and could, therefore. 
be disposable. Kaplan calculates that not more than 
half—or $7,500,000,000—will be usable for any peacetime 
purpose; and that only a third—or $5,000,000,000—could 
be quickly converted to peacetime uses. 

It is unlikely—as practically all in Washington agree— 
that the Government itself will operate any of these 
plants in the competitive production of civilian goods. 
If this is so, Government-owned plant does not represent 
surplus industrial capacity in an economic sense. On the 
other hand, where Government plant is sold for peace- 
time uses this can only be because the buyers—whether 
domestic or foreign—calculate in the realistic way ot 
business men that there are economic and profitable uses 
for it. If that is so, such plants when transferred to peace- 
time uses will not constitute excess capacity. 
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Next, consider the $6,000,000,000 total of war-time 
plant expansion financed by private capital. Though 
the bulk of this plant is temporarily being used for war 
production, it is not “war plant” alone. You can be sure 
that if it were useful only for war, private capital would 
not have made the investment. It was calculated to have 
post-war uses. Moreover, this $6,000,000,000 expansion 
of facilities over a four-year period is not large but small. 
Actually, it is scarcely more than half of what would nor- 
mally be invested by private industry on plant programs 
in any four fairly prosperous years of peace. 

Therefore, so far as concerns civilian production facili- 
ties, on balance we have had under-expansion, rather than 
over-expansion, during the war period. Many markets 
have been starved for capital goods or other non- 
consumer equipment. Try to buy a Diesel-electric gen- 
erator for an office building, an air-conditioning installa- 
tion lor a department store, new looms for a textile plant, 
machine tools for a furniture plant, a new boiler for a 
brickyard, machinery for a laundry or bakery or a ciga- 
rette plant or a garment factory, or road-repair machines 
for a municipality, county or state, etc. This equip- 
ment, and much other, has been off the civilian market 
for a long time. New plants, not essential to the war 
effort, have not been built. 

Within the generality of war-time under-expansion of 
(ivilian industrial capacity, however, there are of course 
individual examples of very great expansion. Steel mills 
and machine tool-making plants are two such. Obvi- 
ously, the machine tool industry—made up of numerous 
small companies—has far larger capacity than can be util- 
ized under the most active peacetime conditions. But, 
whatever this means to these manufacturers, it is not of 
much economic importance to the country. Peculiarly 
enough, vital as are machine tools to our civilization, 
the industry is a small one in terms of normal employ- 
ment and sales volume. In active peace years, such as 


public discussion of the matter; the main “surplus” is 
in plant and equipment usable only for war; this “sur- 
plus” is no more a burden on post-war markets for civil- 
ian capital goods than are the millions of Army rifles, 
cannon, etc., that will be piled in Government arsenals 
and warehouses after the war; there has been less than 
normal total expansion of privately-owned plant and 
equipment during the war; in private plant, the areas of 
war-time expansion are balanced—in over-all economic 
effect—by the areas of accumulated deficiency. 

Now let us turn to consideration of the post-war vol- 
ume potentials for “heavy industry.” 

There are, broadly speaking, three sources of demand: 
(1) replacement demand: the junking of worn-out equip- 
ment and/or the substitution of new equipment for ob- 
solete or obsolescent equipment; (2) expansion-of-capa- 
city demand; (3) export demand. 

Replacement demand, though far from immune to 
cyclical influence, is much more stable than the other two 
types of demand and, except under depression condi- 
tions, is an important and more or less “regular” source 
of capital goods activity. In non-war industries the ma- 
chinery will have been over-worked for several years. 
Assuming we avoid an early post-war depression, normal 
annual “depreciation demand” plus the accumulation 
of deferred demand must foot up to a total replacement 
volume which for several years will be larger than in the 
most active pre-war years. 

Aside from the “catching up” aspect of replacement 
demand, there is a further expansion potential in re- 
placement volume. On the one hand, wage scales have 
not only gone up sharply during the war, but have gone 
up disproportionately to output per man-hour in civilian 
industries. On the other hand, in most all fields of busi- 
ness activity, and especially so in manufacturing, the 
post-war situation will be one of much sharper competi- 
tion. For both reasons there will be strong economic 
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in this publication that 
whether or not there is 
over-capacity in relation 





to post-war demands is 300 
an “iffy” question, not 
an open-and-shut case: 
that it will be over-capa- 
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city if our general eco- 
nomic activity is no 
greater than before the 
war, but that it could 
well be under-capacity if 
this country attains the 
levels of post-war em- 
ployment and national 
income that we hope for 
and are aiming at. 
Other examples of excess capacity—excess beyond any 
question, that is—are shipyards, aircraft, aluminum and 
magnesium. But the excess is Government-owned, very 
little plant in these fields can be sold for post-war use, 
and the bulk of it will either be junked or held in stand- 
by status for defense purposes. 
_ To sum up, the bugbear of surplus industrial capacity 
Nas been very substantially exaggerated in much of the 
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to add refrigerators or 
air-conditioning units or 
food freezers or washing 
machines, etc., to their 
former unrelated lines 
—and many are plan- 
ning just that—can not 
make these new (for 
them) products entirely 
; with existing machinery. 

The expansion-of-capacity demand for capital goods 
is peculiarly important for a simple mathematical reason 
which can be illustrated as follows: You run a textile 
plant, let us say; you have in it ten looms; and your regu- 
lar depreciation policy is to replace one machine each 
year. That is your normal, continuing contribution to 
capital goods demand. But suppose you think you see 
better business coming and you (Please turn to page 530) 


INDUSTRIAL 7 
PRODUCTION 








499 





Cherles Pheips Cushing Photo 





By E. K. T. 


Sure Sign that the high command believes Hitler is 
through will be disclosure of demobilization tables, al- 
ready drawn (War Production Board, War Manpower 
Commission, Department of Labor and Department of 
Agriculture collaborated with the Army and Navy), but 
withheld because release now would invite over-op- 





Washington Sees: 


It is impossible to find a pro or an anti big- 
business trend in the political primaries to date 
despite the fact that organized labor has been 
actively in the lists presumably with a view to 
sending employee representatives to Congress. 
Election Day may produce some evidence of 
the voters’ attitude on this point, but the intra- 
party contests, as distinguished from the inter- 
party races, afford no guides. 

The situation in 1942 supplies a contrast. To 
cite two examples of voters’ preference for 
"big business" candidates over self-styled advo- 
cates of giving "the little fellow" his place in 
the sun, former President A. W. Hawkes of the 
National Association of Manufacturers defeat- 
ed Senator W. H. Smathers in New Jersey, 
and millionaire oil-man E* H. Moore bested 
Senator Josh Lee of Oklahoma in that year. 

Whether the CIO's Political Action Com- 
mittee will help or hurt the candidates it backs 
is a subject of lively debate which even the elec- 
tion may not settle. It has espoused individual 
candidacies only in isolated instances. And 
when the PAC presses for such widely differing 
types as Republican Wayne Morse of Oregon, 
and Representative Vito Marcantonio of New 
York City, its over-all effect on the balloting 
becomes difficult to appraise. 











timism. The tables won’t wait however until Hitler 
falls. It is recognized that the public, business and 
industry, have a right to know, servicemen and their 
families have a prime concern. But the time hasn't 
arrived yet. 


Fundamental issue before Congress, on which permanent 
legislative battle lines will be formed, is whether recon- 
version of plants to civilian production shall come first, 
or shall come at the time post-war unemployment bene- 
fit laws go on the books. Republican strength favors 
making a start with reconversion; Democrats will hold 
out for joinder of both laws. Supported by labor votes, 
the Democrats assert jobless men can’t wait for the slow 
process of re-tooling, suspect the intervening period 
would be one of labor law sabotaging. 


Big Names figured in the United States-British confer- 
ences on international oil policy, but that wasn’t enough. 
Lord Beaverbrook and his aides proposed not only adop- 
tion of policy but also creation of machinery to enforce 
it. United States representatives explained they had 
only advisory functions, questioned whether the British 
could bind the Empire without parliamentary approval. 
The net result will be advice to producers and shippers, 
with a mild suggestion that Congress may be asked to 
act if they do not. 


Social Security law expansion, often proposed and al- 
ways shelved, seems a certainty next year—extending cov- 
erage to farm labor, domestics, self-employed, govern- 
ment workers and some others. Again, “it is the war!” 
Business and industry units in the payroll tax classifica: 
tion have attracted millions out of non-covered trades 
in the past three years and will return them when hos- 
tilities end. Payments to the Treasury, made in the in- 
terim, will go for naught unless the law expands. The 
political impact will be terrific, and Congress will re- 
spond with legislation. 


GOP Prospects for the election are reported improving 
somewhat by party members returned from six weeks 
back home. Democrats don’t agree but privately concede 
some reduction in their own confidence. Washington 
press poll says Roosevelt but gives Dewey good chance if 
war in Europe is over. 
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Winston Churchill's guarded forecast of early end of the 
: war in Europe focuses attention anew on Russia and the part she'll 
as | play in the mixed question of business-diplomatic relations with 
se the Allies, chiefly the nation whose industrial plant is least war- 
scarred--the Dnited States. 

















The Henry Wallace and Eric Johnston reports, plus public 
SY ae statements by businessmen and politicians, serve to underscore the 
Sines switch in United States attitude toward Russia. Apprehension that 
Stalin might stack his guns at the German border, stay out of the War in 
the Pacific, is evaporating. 














Russia's economic and political welfare lie with the nations which won't 
interfere with her system of Government--the United States and Britain--not with 
the Axis Powers sworn to end communism. Wallace and Johnson came back convinced 
Stalin knows that. 
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Next step in their inquiry was to find out whether Stalin believes com- 



















































































=a munism on the one side and individual enterprise on the other can do business 

sn’t across an ocean. Spokesmen of big business who went to the Kremlin were Willkie, 
Johnston,, Harriman, Stettinius. To Russia they symbolized industry, not the ad- 

— mixture of industry, diplomacy and politics. They "passed muster." 

we The convincing wasn't all on the one side. The Americans saw the Donets 

si Basin coal mining area producing on almost peacetime level. They found general 

Ors optimism. But also they had inguiries on all sides about America's capacity 

old quickly to tool their factories, rush machinery against the day of a self-sufficient 

nes, Russia. 

low cea aaa 

iod Russian Embassy economic experts aren't engaged wholly in war work. They 
are asking the Department of Commerce and other agencies for statistics on the 

fer- potential of, for instance, refrigerator, andsimilar export. Russia definitely is 

gh. going in for post-war concentration on producer goods, but wants some consumer 

m8 items too. 

rce 

ad Air freight and passenger service will move into "way stations" instead 

Ash of strictly on the main lines, as a result of national policy soon to be proclaimed 

ee with a billion dollar appropriation backing it. 

“ Civil Aeronautics Board has prepared data at Congress’ request on methods 
of setting up "air parks"--distinguished from airports because smaller and in relativ- 

al- ely out-of-the-way places. Shuttle service to main lines is projected for shippers 

Ov- of light articles, and for passengers. 

rn- 

et The program will embrace 3,000 "air parks" to be added to the existing 

ica: 3,086 airports. The 1939 C AB 10-year plan of flying field construction, empha- 

7 sizing super-ports, has been shelved in favor of smaller landing strips. 

in- No carriers’ monopoly will be permitted. Underlying is post-war benefits 

‘he for thousands of young men schooled as pilots for war service, who can return to 

a civilian life and set themselves up in business with little capital -- borrowed 

from the Government in many instances. 

= A permanent F EB PC (Fair Employment Practice Committee) is virtually 

ode assured, if not in this Congress certainly in the next. Designed to. remove religious 

ton or racial barriers to employment, it has concerned itself until now almost wholly 

e it with alleged discrimination against Negroes. 
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The Philadelphia transportation strike with its ramifications is an example 
of FEPC problems. There, the Committee ordered Negroes hired as motormen. 


' Operations collapsed and management was helpless. Union men wouldn't work. Commuters 
| railed at the company. 


; Republicans are committed by their national platform to support the bill. 
- Democrats outside the south, in the Negro-populous--and voting--Northern areas see 
- good politics in it. Democratic Representative Mary Norton is the House sponsor; 
Democratic Senator Dennis Chavez, who speaks for the Mexican and Spanish-American 
_ minorities, is chairman to hear the bill on the Senate side. Mid: 


Displacement of present workers when soldiers return and demand their right 
of reinstatement will multiply employers' headaches, skyrocket the list of com- 
plaints, now being received at a ratio of three times the number being adjusted. 
In the first 18 months of F EP C (operating now under executive order), 10,000 charges 
were filed. 



































Next important personage to fade out of the Washington scene is likely to 
be Economic Czar James Byrnes. He'd go sooner if convinced retirement wouldn't be 
attributed to his loss of the vice presidential nomination. 








Byrnes is disappointed, not "sore." Real reason for retirement is economic 
- necessity. He left the Supreme Court bench with its $20,000-a-year lifetime job to 
work with the President. Before that he was a $10,000-a-year Senator. Recently his 
multi-millionaire cousin, Frank Hogan, died and a lush law practice beckons him 
to head the Hogan firm. 



































Employment ceilings fixed by the Byrness Office for firms in labor-shortage For 
areas add importantly to the employee referral powers already possessed by the War oS oie 
Manpower Commission. The new order serves notice on other Federal agencies to the si 
back up Paul McNutt to the hilt. and ma 

Implicit in the regulation was sanctions against employers who don't co- ond din 
operate. For instance, War Production Board will withhold needed materials from “pay-off 
recalcitrant firms. Bureaus regulating use of power, transportantion, etc., also mid-yea 
would step in. Equi 

conditic 

Most significant result of the reinforced labor referral power was to ment st 
eliminate the little remaining chance for a national service act. That suggested ab 


legislation may be put ‘down as a dead issue. less enh 
































The Office of Defense Transportation isn't saying so publicly, but privately aecOMnE 
admits recent priority lists to govern distribution of heavy-duty truck tires was prises 
a hollow gesture. periodi 

More than one hundred uses were grouped in several essentiality ratings. *p 
Actually, there won't be enough heavy tires to carry the first of these--the tal ee 
military--through 1944. As a result, intercity bus transportation faces a crucial this ser 
winter. lectivel) 

; especial 

Contrary to popular notion, labor shortage, not lack of raw material, is of holdi 

holding up production. Synthetic exists in quantities to serve this field. Suggestion data, re 


has been made that men over 30 years with tire building backgrounds be released from 
military service. The War Department hasn't shown enthusiasm. 





Washington already is "writing the report" for the Dies sub-committee to 
probe C I 0 political activity. Of the three members named by Chairman Martin 
Dies, two--Starnes of Alabama, and Costello of California--already have publicly Re 
laid their primary election defeat to the C I 0's Political Action Committee. 
Objectivity will not be a part of the congressional probe. 
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For investors in common stocks the most basic consid- 
erations of value are current and prospective earnings 
and dividends. A vista of big post-war sales, a change in 
the tax law, a new product, a recapitalization—all these, 
and many other things, have ultimate dollars-and-cents 
meaning to stockholders only as translated into profits 
and dividends. This is the ‘pay-off’; and it is on the 
“pay-off” that we have focused emphasis in preparing the 
mid-year Re-Appraisals presented herewith. 

Equity values are never static. Even under normal 
conditions, changing circumstances can affect the invest- 
ment status of securities in an entire industry and there 
are significant shifts in the prospects of individual com- 
panies. If the investor’s capital is to be conserved--much 
less enhanced—watchfulness is essential at all times, but is 
uncommonly so today with the European war in a late 
phase and drastic economic changes not far ahead. 

It is to serve this need of watchfulness—which requires 
periodic review of holdings—that we present these Re- 
Appraisals at six-month intervals, besides, of course, our 
regular bi-weekly coverage of new economic and indus- 
trial developments of importance to investors. To make 
this service of maximum usefulness to readers who col- 
lectively own shares in many hundreds of companies—and 
especially to permit convenient comparative evaluations 
of holdings—we present only the most pertinent statistical 
data, ratings and comments in the concise tabulations, 


















PART Ill 


Prospect and Ratings for Individual 
Aircrafts, Airlines, Liquors, Office 
Equipments, Farm and Rail Equipments 


each of which is preceded by an amply extensive analysis 
of the position and prospects of the industry. 

Many readers will note that the tables, which are self- 
explanatory, carry amplified data of special usefulness 
now. When studied in relation to the accompanying 
comments, we believe you will find this the most practical 
“bird’s-eye” appraisal that can be devised. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the last 
column in the tables, preceding comment—is as follows: 
A+, Top Quality; A, High Grade; B, Good; C+, Fair; 
C, Marginal; while the accompanying numerals indicate 
current earnings trend thus: 1-Upward; 2—Steady; 3— 
Downward. For example, A 1 denotes a stock of High 
Grade investment quality with an Upward current earn- 
ings trend. 

In addition, as the general trend of dividends is now 
upward—but with many exceptions, since the general 
trend of earnings is moderately downward—we denote 
with an asterisk selected stocks on which a higher dis- 
tribution appears warranted. Stocks marked with a W 
in the tabulations are recommended for income return. 
Issues regarded as having above-average appreciation po- 
tentials are denoted by the letter X. Purchases for ap- 
preciation should, of course, be timed with the trend 
advices regularly offered in the A. T. Miller market 
analysis in every issue of this publication. 
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FOR AIRCRAFTS 


BY 


Tue airplane manufacturing industry is one of immense 
contrast. Spanning only four decades since the Wright 
Brothers made the first successful plane flight, the indus- 
try’s output now exceeds that of any peacetime industry, 
and billion dollar order backlogs no longer excite com- 
ment. Since 1940, the United States Government has ap- 
propriated over $50,000,000,000 for military aircraft, and 
io this can be added the substantial earlier orders received 
from England and other foreign countries, plus domestic 
commercial demands. Actual deliveries in 1942 were esti- 
mated at $5,000,000,000 and in 1943, at $12,000,000,000 
for the aircraft industry alone. While exact figt..cs are 
not available, orders on hand would (if the war con- 
tinued) keep the industry operating a! tov» spced tor sev- 
eral years. 

The present war is duplicating, on a far larger scale, 
what occurred in World War I. In 1918 there was a 
manufactrring capacity of some 20,000 planes per an- 
num, although the number of planes in actual war use 
reinained insignificant compared with those in the pres- 
ent war. We are now actually producing at the rate of 
100,000 pianes a year, and on a tonnage basis the increase 
compared with 1918 would be much greater than five 
times. It is estimated that some 600,000 tons of airplanes 
and equipment are now being turned out annually. 

After the First World War the aviation industry went 
into the doldrums. Washington could not envisage an- 
other big war and preparedness became unfashionable. 
If it had not been for gradual development of the air- 
mail service and federal subsidies for development and 
research, the industry might have withered for lack of 
financial support. 

During the late 1920s, however, it enjoyed a sudden 
rebirth due to Lindbergh’s flight and other trans-Atlantic 
adventures, which stirred public enthusiasm to a high 
pitch. Wall Street, which staged wild ticker-tape greet- 
ings to the returning heroes as they journeyed up Broad- 
way from the Battery, found the public quickly respon- 
sive to offerings of aviation stocks. A large amount of 
new equity capital was raised—the exact total has not 
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Curtiss-Wright 


TRAVIS 
been compiled—as the prices of existing stocks soared th 
new high levels in the roaring markets of 1927-9. 

In 1926 the value of aircraft production amounted t 
less than $9,000,000, but so great was the Lindberglf 
stimulus to commercial production that 1929 output of 
planes and engines exceeded $70,000,000. Due to thé 
ensuing depression, output dropped to $32,000,000 if 
1932, but recovery was rapid due to technical progress 
building of airports, etc. By 1938 production was estip 
mated at $130,000,000, From there on, production haf 
doubled or tripled each year, reaching the present “a : 
tronomical” levels nearly 1,500 times as great as in 1926f 

The huge wartime expansion of production has beet 
accomplished with very little private financing. A gre 
deal of the business was, of course, diverted to the auto 
motive and equipment industries, many ot which pos 
sessed large unused capacity. The automotive industn 
last year had about $7,000,000,000 aviation business on 
its books. The Defense Plant Corporation, a Govern 
ment agency, has supplied funds for many new aircrafi 
plants, which have been leased to the airplane manufac 
turers. In some cases, however, the new plants have beet 
bought by the companies, either from their own funds a1 
by means of RFC loans. The Government repays the 
company the entire amount in sixty monthly install 
ments, and at the end of that time the Government will 
of course own the plant, but the company can again pur 
chase it (if desired) by paying the depreciated value 
In still other cases the companies have built their own 
plants, the incentive being the permission to charge de 
preciation at 20% per annum (writing them off in five 
vears) which means a big gain in cash earnings due to 
lower taxes. 

The post-war outlook for the stocks of the aircraft 
company is subject to a wide range of forecasts depend 
ing on the relative emphasis based on bullish and bear: 
ish factors. On the credit side we have such considera 
tions as the following: 

(1) Airplane stocks are selling at very low multiples 
of current earnings (as indicated in the table) despite 
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the fact that stated earnings are probably well below net 
cash intake, due to heavy charge-offs, taxes, renegotia- 
tion, contingency reserves, etc. Most companies are ac- 
cumulating tremendous cash backlogs, for example; Cur- 
tiss-Wright in 1942 (the 1943 figures have not yet been 
released) had cash assets of $285,000,000. Ten other 
leaders in the industry in 1943 had some $550,000,000, so 
that the total for the industry is probably now around 1 
10 114 billions of dollars. While a considerable amount 
of this is necessarily earmarked for taxes, renegotiation, 
etc., the industry seems in a sound position to meet post- 
war readjustments, so far as these are reflected in the 
balance-sheet. 

(2) The industry has achieved great economies in pro- 
duction due to the development of new techniques and 
mass production methods. In some cases man-hours per 
unit have been reduced to a small fraction of the figure 
of two or three years ago, despite the fact that the Gov- 
emment is paying the bills. 

(3) There will be a big impetus to commercial flying 
after the war. With any substantial reduction in the 
price of small planes, they may begin to compete with the 
automobile and the motor-boat, at least to some extent. 
Many small landing fields, or “strips” paralleling high- 
ways, will probably be built to accommodate sportsmen 
and other owners of private planes. With perhaps a mil- 
lion men trained to fly military aircraft, and with the 
rapid development of safety devices, radio landing beams, 
Fetc., interest in flying may become almost a national ob- 
session as it did in 192g. Further development of the 
thelicopter may eventually produce the family ‘“‘air-fliv- 
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ited t 4 
Ibergig ‘8° often predicted, which could be operated from 
put 0 private roadways. 


(4) A vast amount of foreign travel by plane is ex- 
pected to develop in the decade following the war. Cur- 
} tiss-Wright has estimated that there will be 346,000 air 
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also be available at low prices. Unless we have a period 
of post-war inflation, wages will probably be lower, be- 
cause the large number of soldiers and civilians trained 
in this line of work will result in competition of jobs. 
Thus, despite the slump in production, costs should re- 
main reasonably low. 

(6) Government orders for war planes will not dis- 
appear entirely—in fact they may remain at a very sub- 
stantial level compared with pre-war standards. Both 
the Democratic and Republican parties have agreed 
that our country must help police the post-war world. 
It is generally agreed that this involves maintenance of 
a large air-force. While there will undoubtedly be heavy 
cancellations of present war orders for planes, this should 
be followed within a year or so by an orderly program otf 
replacing and improving our present military equipment. 
Moreover, since America will probably be able to build 
planes more cheaply than other countries, there will also 
be some export business, 

(7) Aircraft manufacturing stocks, despite the huge 
vrowth of sales and earnings, are selling far below pre- 
war highs of 1g38-4o and at only one-third or one-fourth 
the high levels of iggg. They are (as a group) selling 
below the highs of all past years since 1928, with the ex- 
ception of the depression years 1931-5. These comparisons 
would seem to indicate that the Armistice Day readjust- 
ment has been substantially discounted, though of course 
a sudden “dip” on peace news seems likely. 

On the untavorable side of the ledger we have the fol- 
lowing points: 

(1) Some of the airplane companies (and other com- 
panies 100%; in war business) are fearful that, with the 
end of the war, there will be an abrupt cancellation of 
Government orders, whereas they will be unable to dis- 
miss most of their employees immediately. There is also 
considerable agitation for “dismissal wages” or bonuses. 














sa 
oa passengers to and from Europe by 1g50 and 726,000 by When certain Navy contracts were cancelled at the Brews- 
n hat 19553 and others foresee even larger figures if fares canter Aviation plant in Long Island several months ago, 
“gf PE brought low enough to make a European trip avail- employees staged a spectacular “sitdown” strike, without 
1gath able for middle-class Americans as a vacation jaunt. trying to get new jobs. Repetition of this on a larger 
beer While it is true that present scale might result in action 
oreal trafic can be accommodated AIRCRAFT STOCK GROUP VS. 283 STOCKS by the Administration or 
autop 2Y @ comparatively small Congress to enforce labor 
gtumber of planes, the 190 wesntbasetnyclic benefits at the expense of the 
1 pos ' ee. eget : 

Lustrg 7OWth possibilities are obvi- company, and the present 
sss off 2US: Development of trade AIRCRAFT A payroll is so large that it 
wer With the Orient will stimu- was estimated in one in- 
reraft late trans-Pacific fying. : stance the company could 
1ufac President Juan Trippe of operate for only two. or 
been Pn American Airways has three weeks after cancella- 
ds of JUSt_ announced a program tion of orders before its 
's the of low-cost high-speed air liquid assets would be used 
istall: transportation between the up. C. E. Wilson, Executive 
t will United States and Latin : | Vice-Chairman of the WPB, 
| pur America. The new schedule , ~~ "283 STOCKS | recently opposed the ideas of 
value would cut the present one- RD SRSMAR ER, Rape 0 See A ee Richard Frankensteen of the 
A wav fare from New York to 70 Reenb JPM IRE NEI F RATA oNS I tama T Se TRS CIO ver > pay. ad- 

OWE »-- 3 ; 1939 1940 194] 42 1943 1944 } as LO severance pay, ac 
e de Rio from 2491 tO 5175, and vocating instead adequate 
1 five (he elapsed time from 66 unemployment — insurance, 
cae hours to 20 hours. Ihe fare % | free transportation of work- 
to Buenos Aires would be cut from $561 to $ig1 and the — ers to other jobs, etc. Mr. Wilson's testimony (before the 
- ume from gi to 21 hours. Other rates would be cut, Murray sub-committee of the Senate | Military Affairs 
<a though not in the same proportion. It is hoped to ex- Committee) indicated that the WPB is anxious to get 
~ pand post-war business and tourist travel far bevond the aircraft plants at work on civil aircraft as soon as pos- 

derat Pre-War_peaks. ; te sible after the war. _ . . 
(5) The aircraft companies are rapidly writing ofl (2) Many industrial companies have been worried 
“ples their war plant accounts, and at the end of the war will over possible “dumping” of surplus planes, jeeps, trucks 
Ls: doubtless be able to buy Government-owned plants very and other war material. While some headway has been 
spite cheaply. An immense amount of machine tools may made with the program proposed by Messrs. Baruch and 
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Hancock, there has been considerable disappointment 


tion of the problem from the financial angle, though 
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that Congress has not cleared up the whole question. would not help the production and employment prob. lh P 
Senator Johnson of Colorado has just introduced a new _ lem. Being 
surplus property disposal which would put competitive (3) Regarding airline competition with the railways conditi 
material “in hock” for five years, except for items sold for passenger business after the war, it is unlikely that asseng 
abroad. All airplanes, after a six months’ selling period, the roads will give up without a struggle. They will P (4) I 
would be padlocked for five years despite the fact that have plenty of cash to finance the purchase of modern, craft 1 
they would rapidly become obsolete. This would seem streamlined, passenger equipment. The vast amount ‘ears a 
rather an extreme attempt at a solution. Already some — of aluminum and magnesium built up for war stock-piles they ha 
war items such as tools have been dumped on the mar-_ will be available to manufacture lightweight passenger has bee 
ket at ridiculously low prices, it is reported, and it is to equipment, which, combined with greater use of Dieself ¥o, pr 
avoid this “junking” policy that Congress should act. Of locomotives may bring about a sharp reduction in oper§ jindin 
course, if the plane companies were given an option on ating costs and permit rate concessions. The railroad tape m 
the planes with permission to resell them at higher prices might even adopt the airlines’ policy of giving free meal aulting 
over a future period, this might prove a feasible solu- to first-class passengers. While businessmen will choos} i 
EE 
sen 
| 
| e e e e 
| Position of Leading Aircraft Stocks 
: 
7——-In Millions of $—— ——— In Dollars Per Share —— — —, Price Ratio To 
H 1936-9 Net 1936-9 194 Avse. 194 Earnings For: Invest. 
1943 Avge. Work Book Cur. Avge. 1943 Est. Div. Est. st. Avge. ment RR 
Gross Gross Cap. Valve Assets Net Net Net 1936-9 Div. 1944 1936-9 Rating age = 
| u ’ 
| Aviation Corporation..........---..00.0005 $72.62 $4.29 $11.08 $4.56 $1.91 $0.15 $0.61 $1.00 $0.05 $0.20 4.3 —— C1 Bonly fair. 
| Assets and 
| NIN oasis <ciesetwcsatxasess'ns cto 126.57 0.97 2.69 17.55 6.75 0.05 10.09** 10.00% —— 100 09 —— C2 —~—— 
| Producers o 
narrow cash 
Daan vcxnvensevancionaasaine’ 932.13 0.93 5.67 30.42 14.41 019 6.95 7.00 —— 1.00 1.7 631 C1 Boo 
vel 
small, comp 
Setlenee Adee: 0... ...62-c02sssr0secr0e 6.22 0.84 0.70 5.45 3.05 011 106 125 093 050 26 29.5 — 
Company is 
heavy prod 
SOURS a2.0050s20ccbnbcxessccsese 822.51" 36.95 42.89 32.96 20.96 125 695 725 1.00 300 5.4 31.2 Bg 
Producer of 
pre-war earr 
Nc coniioxcckedacsarccters 493.18 5.42 19.46 3315 17.98 4113 414 495 010 200 3.3 —— C+ 
Smaller con 
over manage 
IR Seo sccsedvaitebcnbetiekeine ges 45.26 2.05 2.78 22.40 10.72 0.49 10.03 10.00 0.55 160 1.2 245 C2? Po 
Due to cane 
Brewster Aeronautical..........-...0..0.055 60.13(a) 1.00 0.45(a) 1.42(a) 0.82(a) 0.22 d2.54a) ——- 018 ——- —— 90 (C3 hieoier s 
though its b 
Ee ES EEE 70.72 0.17 2.49 15.06 688 0.02 316 250 —— O40) 20 ——- ¢3 Jo 
| Liberator be 
| Consolidated Vultee Aircraft............++. 831.29 7.99 99.75 33.32 21.48 0.65 14.87°* 15.00% 018 200 92 209 C-2 Py 
sidering hig 
CePA Ram... 5 oie es cneesseay 1295.26 31.20  49.4%(a) 8.632) 6.65(2) 0.09 1.42 1.50 —— 1.00 3.5 58.3 C-+1 § postwar bu 
Number tw 
might be cu 
DS AN 5 o'955 54s anradssoseesonate 987.68 21.25 35.43 99.95 59.00 3.04 9.92 10.00 1.50 5.00 53 109 “Be _- 
$1 dividenc 
| Fairchild Camera & Instrument .............. 47.55 1.68 2.89 13.18 8.59 0.71 4.30 4.50 0.11 1.00 25 15:5 (C4 tin need 
which may | 
| Fairchild Engine & Airplane................ 47.082) 0.98(c) 1.70(a) 3.44) -1.63(a) d0.33 0.602) ——- ——- 020 ——- —- c2 JRO 
liabilities at 
Grumman Aircratt Engineering.............. 278.69 = 3.11 4.42 23.99 8.70 0.93 6.58 600 050 1.50 26 164 C3 Pro 
= Sound cash 
aOR. iv nousxcessevsasnwent 597.21 13.20 109.06 47.23 101.45 199 7.42 750 O25 200 23 136 C+? Bi 
1929 on cc 
| GE Gis os cvs ereesenscvses 632.16 19.66 19.11 43.01 17.14 2111115 10.00 ——- 300 19 87 C+3 Fi 
may encout! 
| North American Aviation................+. 242.5%a) 19.78 19,37 6.41 5.63 0.69 2.15(a) 2.50 0.48 1.00 3.5 126 C+1 Ben coy 
how concer 
| Republic Aviation...........-0..-02065 10.7%b) 1.35 5.15 7.79 5.24 0.61 3.08 = 3.00 ——- 025 18 —— C2 Pa aiipe 
| high precisi 
ATTIC: 22.42 0.34 1.30 7.78 4.09 0.15 3.01 400 0.08 020 10 266 C1 Pirinces 
| tesume con 
RR ns 5schiain sh isins acesichansannences 93.54e) 7.47¢e) 29.78 18.06 11.30 1.78 3.77 3.95 1.45 1.50 8.7 15.8 B3 Pith terse 
| position ex 
ND 66 ve dsiscanddncnpertanensee 733.59 34.40 85.34 27.18 39.13 2.40 5.31 5.70 142 3.00 5.0 11.8 Bg 
* Consolidated Aircraft, only. b—1941, 1942 & 1943 not reported; approx. $40 mil! Gross for month of Dec. '43. 
e—1942 figures; 1943 not reported. c—1937-9 Avge. gross. 
| ** Subject to final renegotiation. (e)—Gross income from operations. 
| (h—100% stock div. paid in June 1944. 
| e 
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hap the planes for time- “saving purpose, many other travelers good part of the present cash backlog must therefore be 
os may prefer “terra firma” transport. The railroads have earmarked for possible “severance pay,” contract renego- 
prob given a wonderful demonstration of what they can do tiation, and tax adjustments. Just how much will be left 
Lwar (uring, the war and may not be content to return to the for other purposes is conjectural. 
th, conditions of the 1930s, when they lost heavily on their To summarize, few of the aircraft stocks have yet 
j Cat assenger business. achieved any investment status. Sperry, Douglas and 
/ will (4) Despite the present large backlogs of cash, the air- United Aircraft might be exceptions. There will, of 
ern, craft manufacturing companies may need two or three course, be some future expansion of volume as measured 
OUNLE ars after the war before they finally know how much __by pre-war standards, but it may take us some time to 
piles they have actually earned for stockholders. While there absorb the excess of government planes, parts and ma- 
engel§ has been a laudable move recently to prevent renegotia- terials, even though a substantial percentage is retained 
Diesel ion problems from lasting for years—the courts are still for post-war international policing. The Government 
Oper: grinding out decisions on World War I claims—it may will want to maintain the companies in healthy solvency 
roads take many years to settle the complex tax problems re- to insure future national defense—let us hope we have 


—_ sulting from our extremely complicated tax system. A learned our lesson as to pre- (Please turn to page 531) 
O0se er 5: 
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Comment 


Invest. 


ment 
Rating Combination prod rtfoli i income from investments. Subsidiaries make engines, propellers, heating units and parts. Holds 30% of Consolidated 


y with 
wee, 91% N.Y. "Sic pbuilding, 25% Ameri ny ore 9% Pan American, etc. Huge number of shares reduces earnings and dividends to drab proportions. Cash position 
C1 only fair. 




















Assets and sales have skyrocketed on war business. Cash large (about two-thirds of current liabilities). Small number of shares creates leverage, but company will meet severe 
____ FF competition for post-war business. Stock selling for less than 1943 earnings, lowest ratio in list. 
































ce? - F ; 
Producers of the Ajiracobra and the new iet-propelled fighter plane (plus others), sales are 700 times qreater than in 1936. Development work on helicopters. Growth financed on 
_____ & narrow cash basis, principally through government advances. Dividend seems dependent on continued war business. 
qc 
Avery small producer, with assets of less than $3,000,000. Works on parts on sub-contract basis. Earnings and dividends record spotty and irregular. With cash assets relatively 
_____ Ff small, company may have difficult competitive position after the war, making dividend unsafe. 
q1 
Company i is fourth largest in sales, but part of its output is marine and automotive equipment. With strong affiliations with General Motors and other leading auto companies, it is a 
_____ fF heavy producer of aircraft ac and equip . Royalty income from patents is important and post-war outlook seems relatively good. 
Bg 
Producer of Flying Fortress and the new B-29 Superbomber; also specializing in large land transports (Stratoliners) and niet boats (Clippers). Sales have shown huge growth, but 
_____ BF pre-war earnings record poor. Future outlook depends on retention of some Government business. Cash low in relation to debt 
Cc+2 
Smaller company formerly making wide variety of accessories for aviation, ship-building, automotive and radio industries; now entirely aviation. Company in receivership 1941-2 
_____ Ff over management contest. Pre-war earnings record irregular, but former diversified business may aid the company after the war. Cash position smal! 
Cc? 
A small producer of parts and planes, with poor wartime record due to continuous labor and management troubles. A deficit reported in 1942, and 1943 figures not yet released. 
_____ F Due to cancellation of Navy contracts, company no longer in production and stock highly speculative. 
C3 
A smaller producer of bomber parts, etc. Pre-war earnings were in the red, but wartime record has been good. The company may be able to retain some post-war earning power, 
____ F though its balance sheet position does not seem particularly promising. 100% Stock dividend recently paid. 
C3 
One of the best growth companies, with good pre-war record. Now ranks number three in sales as result of merger with Vultee. While a big producer of ‘‘name"’ planes, such a 
__. | Liberator bombers and Catalina Aying boats, company has highly diversified production and should retain some post-war earning power. 
c+2 


While one of the larger pre-war producers and currently the largest, company had ur unbroken deficit record on common during 1929-37. Wartime earnings also disappointing, con- 


sidering high volume. Cash position relatively good. Company strongly d in military engine propeller and plane field, and should retain substantial proportion of available 


C ~1 post-war business. 











Number two company in industry, excellent earnings and dividend record. Strong on research, company enjoys fine relati with Washington. Present $5 rate, paid since 1940, 
might be cut or discontinued at war end due to conservative policy, though currently well protected by earnings and assets. 








A“ Pre walt ‘to Sperry i in field of special i t; makes cameras, navigation and gun contro! devices , and other precision instruments. Earnings and dividend record excellent. 
ell p As y will retain non- -military lines, such as aerial surveys, etc., post-war outlook seems relatively good. 














Has important foreign business, including lend-lease ts and li i ts with Brazilian G t. D Id division is developing plastic moulding process. 
which may have post-war possibilities. Present small profit margins seem to indicate potential post-war difficulties; 1943 figures are not yet available. 





Important producer of navy planes are Hellcat carrier-based fighters. Grumman has consistent financial record, having paid continuous dividends during past decade. While current 
liabilities about equal current assets, company will probably try to maintain this excellent dividend record after the war. 








Important pre-war prod of planes, company has shown besser oh growth. Dividends paid since 1939, when earnings showed sharp increase due to British orders. 
Sound cash position, and work on the pn ae should give pany comp tage in the post-war period. 











1943 sales were 1000 times as large as 1929, and net income has shown steady growth. Company now sixth in industry, and enioys excellent profit margins. Dividends paid since 
1999 on conservative basis. Financial position good. The huge Mars developed for the Navy has post-war commercial possibilities. 





Eamings record rather unfavorable up to 1937, but rapid improvement since; dividends since that year. Financial position fair. With little experience in commercial field, company 
may encounter heavy post-war competition, though General Motors’ 30% interest and the fact that production is largely in small planes may help. 








Smaller pany, with unf ble pre-war record. Now has big army order Fe pe: for Thunderbolts. In earlier years the company had some commercial business, but as it is 
now concentrating on a single military plane, the post-war outlook is Cash position is fair. 











A small parts-produci: pany, in San Diego. Fair financial record though share-earnings and dividends prior to 1943 were modest. The company has some sidelines, such as 
high precision optical i ts, small heaters, etc. which may aid in the post-war struggle for business. ; 











Has large well-diversified inst t busi and has ived iderabie publicity for its gyroscopic devices which stablize ocean-liners, etc. Company is one of best situated to 
tesume commercial operations after the war. Be he and dividend record excellent, though wartime profit margins have been !ow. 








B3 Fifth largest pany, with well-diversified busi in planes, engines | and a. Had a strong position in the pre-war field and has paid common dividends since 1936. Current 
position lient, and pany has good banking affiliations. + has ting future possibilities. Price-earnings ratio quite reasonable, yield good. 
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Aurnoucu the industry dates from 1918, when the 
first air-mail route was opened, commercial flying is still 
an “infant industry.” Its total revenues are not much 
over one-tenth of passenger revenues for class I railroads. 
Its receipts are about 74% passenger, 22% mail, and 
4% express. 

While there has been a great deal of publicity about 
post-war competition between railroads and the airlines 
for express and light freight, it is only recently that air 
freight operations were initiated on a trans-continental 
basis. It is true that the army planes are carrying an 
immense amount of freight both in the United States and 
in foreign war theatres. In the Orient as much war ma- 
teriél is being carried “over the hump” as formerly went 
by truck over the Burma Road. A world-wide transport 
system has been built up, aggregating over one hundred 
thousand route-miles, to supply the strategic needs of our 
armed forces. 

But while the equipment and experience thus accumu- 
lated will be of great aid to air freight transport after the 
war, there will be an entirely new standard of operations. 
At present the services have a ‘“‘blank check,” but after 
the war private operators must plan and think in terms 
of dollars and cents. Much will depend upon the ability 
of the airlines, with the help of war-time improvements 
in design, to reduce ton-mile cost to the point where they 
can compete with the railroads for light freight—espe- 
cially freight which carries a relatively high rate. At 
present the railroads haul all freight for less than 1¢ per 
ton per mile, but some kinds of goods pay several times 
this amount. It has been estimated that the airlines 
under ideal conditions might be able to carry commodi- 
ties at about 10c per ton mile, although soon “projections” 
are lower; and of course there might be a saving in route 
miles, since the planes can fly more directly to destina- 
tion and frail freight sometimes goes a roundabout route. 

Transcontinental & Western Air Express in 1941 had 





J. FRANCIS 


an average plane-mile cost of 65c, and war-time progresp |} 


may cut this figure substantially (for the same six 
plane). But while it probably costs only about one-tentl 
as much to move a plane one mile as it does a freight 
train, the train can carry a hundred times as mud 
freight. Obviously the freight carrying possibilities 0! 
the air lines remain largely limited to perishable good 
and high-value traffic. 

Commercial freight traffic handled by the airways, whik 
increasing thirteen-fold in six years, still amounted t 


only 26 million ton miles in 1942, compared with 64; 


billions carried by the railroads, 50 billions by truck 
149 billions by inland waterways and 84 billions by pipe 
lines. Of the total figure (approaching a trillion tom 
miles) only an infinitesimal amount was carried by plane 
However, this does not mean that the airlines freight bus: 
ness cannot continue to gain at a startling rate measure( 
by percentages. Development of huge planes such as the 
Mars, the Begs, etc., may mean a sharp reduction in ton 
mile cost. Actual post-war experience is needed to gauge 
the possibilities of growth in the freight business. The 
business will doubtless remain cyclical, as it largely rep 
resents the “luxury” type of merchandise transport. 

In the passenger field, the plane may well continue w 
encroach on first class railwy transport. In 1932 the ratio 
of air to Pullman passenger-miles was only 1.88%, but by 
1941 this had increased to 13.59% (dropping nearly one 
half in the following year because of war-time restric 
tions and the use of military trnsport planes). After the 
war, because of the huge number of government plane 
which will doubtless become available, fares will prob- 
ably be still further reduced and the competitive position 
of the airplane improve. 

Moreover, leading air-transport companies are plan: 
ning numerous branch lines or feeders (some of which 
may use helicopters). This will automatically increase 
main-line mileage because of (Please turn to page 531) 
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REVALUING THE LIQUOR STOCKS 


BY 





Despite the serious shortage of domestic distilled 
spirits which confronted the distilling industry during 
the entire year 1943 and the first six months of 1944, 
both gross sales and net income of companies in the wine 
and spirits business have reached new all time high levels. 

Basically the reasons for the peak sales volumes can be 
traced to (1) the high $9 per proof gallon excise tax rate 
in effect on distilled spirits; (2) the greatly increased vol- 
umes of imported wines and spirits sold during the 
drouth period; (3) the important activity of the distilling 
companies in such outside fields as wine, beer, soft drinks, 
pharmaceuticals, dehydrated foods, etc. and (4) the tre- 
mendous volumes of industrial alcohol produced by the 
industry under its wartime conversion. 

Earnings of distilling companies, to a large extent, 
have reflected these developments but have reached peak 
levels mainly because of the elimination of previous un- 
satisfactory competitive merchandising conditions which 
led to the too liberal extension of credits, discriminatory 
drawbacks, discounts, and ‘“deals’—all of which cut 
serious inroads into company 
earnings during the industry’s 
early years of growth and ex- 
pansion after Repeal. 

Contrary to rather wide- 
spread belief, the industry's 
production activities on war 
work have not been particular- 
ly profitable. Earnings on war 
alcohol, in fact, constitute a 
very small percentage of gross 
profits and, after deduction of 
excess profits taxes, are virtual- 
ly negligible in most cases. 
Furthermore, almost all distil- 
lers have gone to considerable 
expense to improve industrial 
alcohol yield and reduce prices 
and for public relations rea- 
sons, in a number of instances, 
voluntarily have reduced prices 
on nort-beverage alcohol so that 
profit margins on war work 
have been far below popular 
conception. 

The recently decreed August 
“holiday” for beverage distil- 
lers and some commercial alco- 
hol plants holds considerable 
promise for future industry 
profits. Although water shortages, paucity of barrels for 
aging whiskey, curtailed manpower to bottle increased 
volume of production, widespread carton scarcity and an 
acute shortage of corn may reduce somewhat the benefit 
that distillers would obtain from the August “holiday” 
under more normal conditions, the production period 
will have very favorable effect upon the industry gener- 
ally in the near future. 

It will permit a restoration of normal distribution 
functions, ending rationing in monopoly states, and ter- 


production will improve 
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ininating the widespread nefarious activities of the bla 
marketing, bootlegging and hijacking elements whi 
have been prevalent during the entire period of shoj 
ages. Economically, the resumption of beverage alcohj 
distillation will have manifold benefits for the indust 
It will permit distillers to resume the age continuities, 
their whiskies. During the past 22 months this was dor 
by a process of “conservation” in which inventories 4 
aging whiskey were nursed along by means of reducd 
sales volumes, so that in future years there would bey 
shortages of aged whiskey. Had the “holiday” been 
layed for as little as an additional six months or mor 
these age continuities to a large degree would have beg 
broken irreparably. 

Furthermore the resumption of distillation will pe 
mit all companies (except those few which had extes 
sively utilized imported cane products, neutral spirits an 
domestic fruit spirits in their spirit blends) to arrest t 
downtrend of unit sales and even to facilitate a revers 
of this trend around Christmas time. Allotments of a 

distillers are scheduled for a 
increase because of the “hol 
day” and if future “holidays 
are forthcoming before lon 
(as is confidently expecte 
throughout the industry) a 
restrictions on sales will 
completely eliminated. 

Certain basic readjustment 
are certain, however, becaui 
of the “holiday” productioy 
Due to the shortage of corn, 1 
bourbon can be made durin 
the month under War Foo 
Administration edict. Furthe 
more, because barrels are relj 
tively scarce, the quantity 0 
whiskey that can be laid awa 
for aging for the legally pr 
scribed minimum time is cel 
tain to be limited. In additioy 
the provision of the Intern 
Revenue Code permitting di 
tillers to operate on Sunda\ 
only if they are making spiti 
at above 160 proof, will make! 
eminently worth while for di 
tilling companies to concel 
trate on the output of hig 
proof neutral spirits — rathe 
than whiskey to store for bonding. 

Thus, the industry expects a sharp revision in sales ta‘ 
tics with major emphasis laid on distribution and mej 
chandising of spirit blends instead of the bonded whi 
kies, straight whiskies and blends of straight whiskies thd 
formerly characterized most of the American whiske 
business. Because of this, the industry faces no reconvel 
sion problem of any significance. There will be no intel 
vening period during which current output must be acc? 
erated until it catches pace with any important accumt 


Schenley 
The present one-month "holiday" from war alcohol 


liquor inventory situation 
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lated demand. By the mere expedient of emphasizing 
spirit blends containing 20% or more in aged whiskey 
and the balance in neutral spirits (recently produced) the 
industry will be able to unleash an adequately sizable 
flow of merchandise. Some companies are not as well 
geared to the spirit blend business as are others, but prior 
recognition of the basic problems posed has started all 
companies in planning toward this direction some months 
ago. 

The American liquor industry is in a far better position 
than its leading competitor, the British (Scotch) industry 
both as regards basic inventories and ability to increase 
shipments. Due to the longer ravages of the war on 
Scotch distilleries, the industry in that country has had 
to “nurse’’ its stocks for 5 years already, with no relief 
immediately in sight. The American “drought” lasted 
only 22 months. Furthermore the more stringent whis- 
key aging rules in Britain will prevent Scotch companies 
from reestablishing normal inventory positions and sales 
volumes for at least six to eight years. 

The shortage of Scotch is encouraging American com- 
panies to plan on capturing at least some small segment 
of the world-wide export market—almost completely 
dominated by Scotch heretofore. Several companies, in 
fact, believe that export prospects in South America, 
Scandinavia, China and even England are bright for 
American rye and bourbon whiskey and blends. Insofar 
as imports are concerned, American distillers look upon 
the near future as the golden opportunity to end forever- 
more the concept in American minds of Scotch as the 
quality whiskey. Imports of rum and cane spirits from 
countries located in the Caribbean area, although ex- 
ceedingly heavy during the past two years of the whiskey 
shortage, are not regarded as serious competition to 
\merican whiskey because of taste and established qual- 
ity differences. The prevalent opinion with regard to 
rum is that such imports after the war will be higher 
than in years preceding 1941 but far below recent import 
volumes. 

Wine activities by the major distillers have proven 
eminently worthwhile from the profit standpoint. With 
the shortage of liquor, demand for wine has risen only 
to be confronted with a serious supply shortage as a re- 
sult of Government purchase of grapes for raisins for the 
armed forces and because of an acute agricultural man- 
power shortage which has restricted growing and crush- 
ing activities. This situation, running together with the 
refusal of Federal authorities to regulate grape prices, has 
led to grapes selling at six and seven times pre-war levels, 
thus raising bulk prices for wines to unprecedented lev- 
els. With OPA markups on wine fixed at liberal levels, 
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the higher prices for bulk wine raised profits of wine 
companies to new peaks. There is some danger that 
post-war wine profits may decline because of lower mar- 
gins on reduced prices but this is in the more distant 
future when supply will at least equal if not exceed de- 
mand volume. 

Distillers entered the wine business primarily in a di- 
versification move designed to permit continued company 
erowth regardless of the excise tax structure on distilled 
spirits. For the same reasons, other diversification moves 
have been made. Schenley Distillers Corp. has found its 
beer and penicillin subsidiaries quite profitable and an- 
ticipates further vertical diversification utilizing to a 
large extent by-products and wastes of the distilling 
process. Main interest at present lies in pharmaceuticals 
from an alcohol base, but considerable effort has been 
exerted in high protein animal and poultry feed recov- 
ery from grain distillation. Park & Tilford and Dis- 
tillers Corp.-Seagram’s Lid. have also made extensive 
progress in feed recovery programs. 

National Distillers Products Corp. and American Dis- 
tilling Co. have gone extensively in the soft drink busi- 
ness with acquisition of White Rock Mineral Springs Co. 
and Moxie Co., respectively. Hiram Walker has utilized 
the war period to open an Argentine subsidiary to help 
it establish its products in Latin America on a stronget 
basis. 

The long term sales outlook for the distilling indus- 
try is clouded by the excise tax factor. At the present 
3g per proof gallon rate the excise tax on liquor is at the 
highest point since Repeal. (Please turn to page 532) 





a Includes liquor taxes. 








Position of Leading Liquor Stocks 


| In Millions of $- in Dollars Per Share — Price Ratio To 

| 1936-9 Net 1936-9 1944 Avge 1944 Earnings For: Invest- 

| 1943 Avge. Work Book Cur. Avge. 1943 Est. Div. Est. Est. Avge. ment 

Gross ross Cap. Value Assets Net Net Net 1936-9 Div. 1944 1936-9 Rating 

| American Distilling. ... $67.75 $29.25 $8.89 $45.97 $35.57 $1.33 $5.02 3.25 $0.25 see note (a) 6.5 20.3 C-+1 

| AngosturasWupperman. 0.93 0.56 0.41 2.13 1.80 0.23 0.29 0.35 0.26 0.30 14.0 108 C+1 

| Austin Nichols....... 18.61 17.21 2.82 20.35 22.43 d1.25 3.92 2.75 none none 40 — C+1 

| Brown Forman........ 19.53 7.23 6.20 8.75 21.01 0.54 1.63 3.25 none none 6.0 37.0 C+2 

| DistillersSSeagram...... 273.56 77.20 61.19 36.49 34.90 3.35 5.28 5.00 0.87 2.22x 65 9.8 B1 

| wNational Distillers. . . 179.60(a) 63.17 61.29 27.91 29.97 3.73 4.14 460 2.37 2.00 74 92 At 
Park & Tilford......... 39.09 10.46 9.90 392.925 40.75 2.54 5.61 5.00 0.87 seenote(b) 7.0 14.1 C-+1 
wSchenley Distillers... 223.18 77.54 61.88 45.10 49.11 4.26 6.65 8.00* 1.81 2.001 40 7.4 Atl 
H. Walker G. & W.... 142.01 63.56 55.37 62.98 76.80 7.37 12.04 9.50 2.87 4.00 5.7 7.2 B61 


* Adjusted for 3-for-2 stock split in June 1944. Earnings in 1943 on this basis would have been $4.43 per common share. 
+ Stock on regular $2 per year dividend basis following split on 3-for-2 basis. 








x In Canadian Currency. | 

Note (a) Stockholders were given right to purchase 18 cases of whiskey from the company at company’s cost. 

Note (b) Stockholders were given right to purchase 6 cases of whiskey from the company at wholesale selling price. | 
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Peace Potentials 
For Office 
Equipment Companies 

BY 


RICHARD COLSTON 





D URING the war period a large accumulated civilian 
demand has been developing for office machines because 
of the limited supply. Much equipment has been off 
production entirely for two years or longer. The armed 
forces and government agencies use very large numbers 
of regular items from this industry: typewriters, calcu- 
lating machines, bookkeeping and tabulating machines, 
etc. In business houses, the machines now in use in- 
clude many which may be sent to the scrap heap when 
new ones can be obtained, and many a stenographer 
has complained that “this typewriter must have been 
used since before the Civil War.” 

In addition to this large need for the domestic market, 
it is to be expected that the business machine makers 
will have large export sales in the post-par period. There 
has always been a good foreign demand for many of these 
items in peace times, and the five years of war in Europe 
must have greatly depleted supplies there, with many of 
the factories which made these machines converted to 
war use so completely that they will have long delays in 
getting back to their normal lines. Doubtless, some 
plants have also been destroyed. 

Business machine makers in general have not fared 
badly during the past two years, as many of them have 
been making war goods. These have included guns, pis- 
tols, airplane parts, ammunition, precision instruments, 
and fuses. A few of the companies which did not take 
on war orders or converted late have had declining gross 
and net income, but others have had recent earnings 
above their average peace-time record. 

In addition to the expectation of good replacement 
volume soon after hostilities cease, there is a possibility 
for several years of good demand to provide for business 
expansion. It is generally expected that when the re- 
conversion from war activities to normal lines has been 
completed, there will be a long period of prosperity, and 
this should mean large volume of typewriters, cash regis- 
ters, and other products of this industry. 

International Business Machines has been one of the 
most prosperous companies in this field, or in any line 
of business for that matter, over a long period of years. 
It has been exceptional for its profits to have been below 
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International Business Machines 


$10 a share in any year, and dividends have been $6 a 
share plus 5% in stock for a number of years. Therefore, 
even though it is among the highest-priced of the more 
active stocks on the N. Y. Stock Exchange, it is relativel) 
cheaper in the rate of price to earnings and of yield than 
the majority of high grade stocks. The main product of 
the company has been a machine for accounting and 
statistical work. It has many other machines, of which 
one of the most important is an electrically operated 
typewriter, also synchronized electric-typewriter systems 
for instant communication between different places. It 
has a number of commercial products such as coftee 
grinders, slicing machines, clocks (electrical and mechan- 
ical), time recorders, machine cards, etc. IBM has $17-- 
000,000 funded debt and only one class of stock, of which 
about 1,100,000 shares are now outstanding, of no par 
value. During the war period, the company has made 
a large amount of war supplies, with the result that its 
1942 gross was nearly triple that of the 1936-9 average. 
and in 1943, it was over four times that of 1936-9. 
National Cash Register had a good average earnings 
record over a long period of years, without sharp changes 
in earnings such as have been shown in some lines of 
business. “The company makes a number of types of cash 
registers in various sizes, and in addition has a good busi- 
ness in accounting machines, adding machines (the 
Wales) and bookkeeping machines. A very large part of 
its normal business has been discontinued during the 
war period and the company devoted its activities to 
making war supplies, with a great increase in gross but 
only moderate gain in net earnings. ‘There are evidences 
that a very large number of cash registers and othe 
products of this company will be in demand as soon as 
normal production can be resumed, with a large export 
business also indicated. Cash Register has $3,600,000 
funded debt and 1,628,000 shares of no par common 
stock. Net has averaged a little over $2 a share in th 
past three and a half vears, which was better than the 
average in preceding years, but in the 1g20s, earnings 
were above $5 a share in some years. Dividends of $1.25 
a share have been paid in the past few vears. The stock 
is one of the most attractive in the medium-priced group. 
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Among the lower-priced shares, Burroughs Adding 
Machine has good prospects. This company makes a 
wide variety of office equipment, of which its best known 
product is its adding machine. Other items include cal- 
culating machines, typewriters, bookkeeping machines, 
and cash registers. Among other war-time jobs has been 
making the Norden Bombsight. Burroughs has had a 
consistent earnings record over a long period of years, 
but not at a high per share rate. In the 1920s, however, 
it showed well over $2 a share in some years. Recent 
dividends have been 60 cents per share a year, but in the 
first half of 1944, the rate was raised to 80 cents. ‘The 
company has no bonds or preferred stock, with 5,000,000 
shares of no par common. The financial position at the 
end of 1943 was strong, with over $23,000,000 in cash 
and Government securities. 

Underwood-Elliott-Fisher is one of the largest com 
panies in the office equipment industry. It makes the 
Underwood and Noiseless typewriters, the Elliott Fisher 
accounting machines and various other counting, cal- 
culating, and similar machines, cash registers, and sun- 
dry office supplies. A part of the normal production has 
been continued, largely for Government use. Much 
more of its work has been on war goods, including car- 
bines and airplane instruments. Underwood has no 
funded debt or preferred stock and its common shares 
are 734,300, of no par value. Earnings during pre-war 
years averaged better than in the war period, with the 
1934-1941 net showing an annual average of over $4, 
while the 1942-3 average was a little over $3. Dividends 
have been liberal, with $2.50 a share annually, or more, 
in the majority of the past ten years. Post-war prospects 
are favorable, especially in the export field. The finan- 
cial position is strong, with net current assets at the end 
of 1943 at above $21,000,000. 

Royal Typewriter was late in turning to war work, to 
replace the decline in its normal production due to radi- 
cally restricted supplies of essential raw materials and 
the ban on the making of typewriters. As a result, earn- 
ings dropped to 6 cents a share for the year ending July 
1, 1943. In the fiscal year just closed, considerably bet- 
ter results should be shown when the annual report is 
made public, probably at least $1.25 a share. ‘This in- 
come has been derived largely from making war sup- 
plies. The company gloes not have any important line 
of work in peace times outside of the manutacture of 
Koyal typewriters, with income from ribbons, carbon 
paper and office supplies, a source of smaller income. 
Royal has no funded debt. Its preferred issue consists of 
37,692 shares of $7, par 100, non-callable stock. Common 
shares total 1,074,472, par $1. At the end of 1943, a 300% 
stock dividend was paid on the common. Earnings on 
the present common over a long period averaged about 
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31.50 a share annually, and dividends on the present 
stock averaged about 80 cents a share a vear. This is 
a good stock. 

L. C. Smith & Corona ‘Typewriter makes adding ma- 
chines. duplicating machines and office supplies in addi- 
tion to the L. C. Smith and the Corona typewriters. Its 
pre-war carnings record was quite mixed, with some years 
of earnings of $3 to 54 a share and others with net unde 
$i. In the past three vears, largely as a result of making 
war goods, it has averaged nearly $4 a share but a de- 
crease is indicated for 1944 to about $2.50. Dividends 
were irregular before the war, but have been at an annua! 
rate of $2 for the past three and a halt years. The com- 
pany has about $1,000,000 funded debt, 12,949 shares of 
$6 preferred stock of no par value, callable at $103, and 
276,237 shares of no par common stock. 

Remington Rand, Inc., is one of the largest companies 
in this industry. It makes the Remington typewriter and 
a variety of adding, calculating. recording, bookkeeping 
and other office machines, many kinds of office supplies, 
office furniture, filing cabinets, safe cabinets, etc. It has 
entered into a dozen or more kinds of war goods manu- 
facture, such as munitions, airplane parts, pistols, ma- 
chine guns, etc. Earnings in recent years have been 
better than the price of the stock might indicate, with a 
pre-war average of nearly $2 a share a vear and about 
that average in the past two vears. Dividends have 
averaged about 75 cents a share in the past eight years. 
The 1944 rate is established at $1.20 cash and 5° in 
stock, as the October 1 dividend has been declared. The 
company has nearly $15,000,000 in funded debt, 184,932 
shares of $25 par value $4.50 preferred, callable at $100, 
and 1,744,190 shares of $1 par (Please turn to page 530) 
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=! Net 1936-9 1944 Avge 1944 Earnings For: Invest- 
1943 Avge. Work Book Cur. Avge. 1943 Est. Div. Est. Est. Avge. ment 
| Gross Gross ap. Value cAssets Net Net Net 1936-9 Div. 1944 1936-9 Rating 
| Addressograph-Multigraph.... 28.58 12.50 7.82 14.21 10.38 1.72 1.50 1.50 1.17 1.00 42 12.3 C+2 
| Burroughs Adding Machine... 44.48 33.63 28.77 6.88 5.75 1.00 0.74 1.00 0.88 0.80 14.0 14.0 B2 } 
| wlnternat. Business Machines ..134.89 33.05 6.87 56.50 6.62 10.47 8.85 9.00 6.37(a 6.00(a 19.2 16.5 Ag 
| xNational Cash Register ...... 102.76 45.10 926.98 93.12 16.14 1.71 2.13 2.25 1.06 1.25 13.7 18.1 B2 
| *Remington-Rand........... 132.86 45.61 30.09 16.82 17.25 1.35 2.01 2.50 1.66 1.20(a2 7.4 13.7 C+2 | 
xRoyal Typewriter.......... 13.30 15.41 9.89 8.77(b 9.23(b 1.53(b 0.06(b 1.25 1.53(6 0.75 17.8 14.5 B2 | 
L. S. Smith & Corona Type.... 18.15 11.85 6.79 23.38 2463 2.42 3.57 250 1.03 200 14. 14.8 B3 
wUnderwood-Elliott-Fisher.... 41.60 26.39 21.97 37.67 29.93 4.18 3.38 3.50 2.97 2.50 18.3 15. A2 


(c) Figured on common without deduction for prior securities. (a) Plus 5% in stock. (b) Adjusted for 300% stock dividend in 1943 | 


___In Dollars Per Share Price Ratio to | 
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International Harvester 


Weighing Prospects for 


Farm Equipment 


BY 


Tae farm equipment makers are not waiting for the 
final demise of the German armies and the ending of the 
war, for they are on a rising schedule of production which 
could increase to the pre-war average if materials and 
labor were in more adequate supply. This is because of 
the urgent necessity for more food; and with farm labor 
so short, the only way to increase the output is through 
increasing supplies of tractors, threshing machinerv, 
plows, and other equipment for preparing the ground, 
harvesting the crops and getting the products to market. 

High priorities for materials have been granted to the 
markers of farm equipment, and they have been increas- 
ing their output as fast as possible. The situation is one 
that is not subject to change when the war actually ends, 
as is the case in so many industries where a sharp decline 
in activity will be seen almost from the moment that 
peace in Europe is a definite fact. Demand for food, 
cotton and other farm products will be almost as large 
for some time after the war ends as it is now. This means 
that a post-war period of perhaps two years or more will 
be required to fill the more urgent equipment needs of 
farmers in this country and abroad. 

The situation affecting these companies, however, has 
been so widely known and so many investors have 
bought the stocks because of the good possibilities for 
the immediate future as well as for after the war, that 
farm equipment stocks have gone considerably higher 
than many other sections of the stock market. A measure 
of the advance that has taken place in this group is found 
in International Harvester at a high of near 80 recently, 
from 40 low in 1942; Oliver Farm Equipment at 571% in 
July against a low of 1014 a few years ago; Minneapolis- 
Moline above g against 154 in 1941; J. I. Case at 39 
against 10 a few years ago; Deere at just under 46 against 
133% a few years back. A very large part of this advance 
took place in some of the stocks during recent months and 
most particularly after ““D Day,” June 6. In this regard, 
the Dow Jones industrial average made a low near 92 
in 1942 and a recent high near 151. The farm equip- 
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ment stocks had moved up proportionately more than 
this average for the whole market, and in fact had a 
larger percentage gain than most other groups of stocks. 
At the end of July the group was at 204 per cent of where 
it stood just before outbreak of war in 1939, compared 
with 171 per cent for index of 283 stocks. 

Since the highs for these shares were established in the 
early part of July, some fair reactions have occurred in 
them. They may react still more before the time is 
reached where conditions are right for another sustained 
upward movement in them. Whether it will go much 
above the recent highs will depend upon the extent of 
the next bull market in the list as a whole. 

International Harvester is the most important stock 
in this group. ‘The company had a much larger volume 
of business than any other in 1q43, but as all of these 
companies were heavily engaged in war work, the pre- 
war years will have to be looked to in order to measure 
the business of Harvester. In the 1936-9 period, its 
average gross was more than that of the total of the other 
five companies covered by this study. International 
Harvester makes many of the largest farm combination 
machines, also a wide variety of smaller ones. It has 
specialized in making tractors, not only for farm use but 
for many other kinds of work, and this division has been 
very active in serving the armed forces. This company 
is also a large maker of trucks of many types, being the 
third in production in the United States. Work in this 
branch for the Government has been much along the 
same lines as in peace time, hence there will not be a 
serious conversion problem for the company, while it is 
now busily occupied in turning out its normal lines of 
farm machines. 

Unlike many others in the manufacturing of machin- 
ery, Harvester controls a considerable amount of its 
own raw materials, with iron mines and coal mines. One 
post-war possibility that may prove profitable is the sale 
of a recently improved mechanical cotton picker. The 
company always had a large export business, with fac- 
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ories also in several foreign countries, and this end ot its 
business will have a considerable expension in the post- 
war period. Capitalization consists of 816,724 shares of 
7% $100 par value preferred stock, which is non-callable, 
and 4,245,715 shares of no par common stock. Earnings 
have reflected the business cycles. In the 1920s, they were 
large, being above $8 a share on the common in some 

ars. The big depression saw several years in which the 
preferred dividends were not fully earned and one in 
which operating expenses were not fully covered. From 
4935 On, net on the common exceeded $4 a share in every 
year excepting 1939 and it was above $6 a share in three 
years of this period. Dividends have been conservative. 
The financial position is very strong, with net current 
The stock has discounted 
much at recent highs and gives a small yield, at the in- 
dicated dividend rate. Thus, it is attractive only on 
sharp reactions. 

Allis‘Chalmers Manufacturing Company has many 
lines of business. Among its most important is in making 
farm machinery, but it also makes a wide variety of 
electrical goods, industrial machinery, motors, turbines, 
pumps, mining equipment and other products. Its farm 
business before the war was above half of its total, its 
industrial machinery and electrical goods each about 
93%. Among its special products, two which may be ol 
increasing importance after the war, are a gas turbine 
for railroad locomotives, and road building machines. 

This company entered the farm machinery field in the 
late 1920s, has made rapid strides in this work, and has 
prospects for continuing to develop new markets. It 
recently strengthened its financial position through an 
isue of preferred stock, using the proceeds to retire a 
$15,000,000 bond issue. ‘There is still $75,000,000  in- 
debtedness, in the form of a 234°, V loan, but with the 
completion of war orders this will be paid off. The $4 


preferred issue totals 296,015 shares of $100 par stock, 


convertible for common on a basis of 214 shares of com- 
mon for each share of preferred, until June 5, 1954, and 
thereafter on a ratio of 2 common for 1 preferred. Com- 
mon shares total 1,776,0g2, of no par value. Earnings 
were irregular for many years, but have been good since 
1936, averaging $3.25 a share for the past eight vears. 
Divdends have been small. While this stock is not high 
in relation to recent earnings, it gives a low vield on 
present dividends. There are growth possibilities fon 
the post-war period which hold long-pull promise. 

J. I. Case Co. old common stock was such a small issuc 
that when there were periods of major market change, 
it often had very extensive and sharp moves. This gave 
the stock a highly speculative tinge. It has had more 
orderly markets since the four-for-one stock split-up late 
in 1943. The company makes a number of farm machin- 
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on the farm. Earnings as adjusted to the present com- 
mon stock were quite large in some years, but in others 
deficits were shown. The recent record has not been as 
regular as some of the others in this field, as a deficit 
was shown in 1939 and only fair earnings in 1940. In the 
past three years, earnings have averaged above $3 a share 
a year on the present common. Dividends were omitted 
in four of the past twelve vears, but have keen paid at an 
annual rate of $1.75 a share on the present common in 
the period since 1g40. Lhe company has no funded debt. 
Phe 7°, preferred of S100 par totals g2,g06 shares. It is 
non-callable. Common stock is now 77,840 shares of 
25 par value. The company’s financial position was 
very strong at the end of the 1943 fiscal year, with over 
$21,600,000 in cash and government securities. 

Oliver Farm Equipment had great past changes in 
earnings. going from deficits to as much as $6 a share, 
then down to a few cents earned, and up again in the 
past three or four years to $4 or 55 a share annually. The 
company makes threshers, tractors, plows, combines and 
other farm machinery. It has a small capitalization, con- 
sisting Of $1,500,000 funded debt and 335,196 shares of 
no par common. No dividends were paid on the stock 
from the time the company was formed in 1929 as a 
combination of four smaller companies, until 1941. The 
stock sells rather high in relation to average earnings in 
the pre-war period. 

Deere & Company is the largest maker of steel plows 
and one of the largest in other lines of farm equipment. 
It has also developed a mechanical cotton picker, which 
was placed on the market this year. Deere went through 
the same earnings changes as most of the others in this 
group, with good results in the 1920s, poor ones in the 
early 1930s, then a generally good record in more recent 























ery items, and its tractors are used for industry as well as — years. It averaged just under (Please turn to page 531) 
Position of Leading Farm Equipment Stocks 
ni Milliensiof S$ ——In Dollars Per Share ——_—, Price Ratio To 
1936-9 Net 1936-9 1944 Avge. 1944 Earnings for: Invest- 
1943 Avge. Work Book Cur. Avge. 1943 Est. Div. Est. Est. Avge. ment 
Gross Gross Cap. Value Assets(C) Net Net Net 1936-9 Div. 1944 1936-9 Rating 
x*Allis Chalmers....... 295.99 74.56 98.74 41.33 55.79 2.73 4.51 5.00 196 125 75 13.7 B2 
DN OMCs ccccsceccccs. CER 23.66 32.87 46.52(b) 42.58(b) 2.60(b)2.76(b) 3.00 0.94(b)1.75 11.9 13.7 C+2 
*Deere & Co.......... 188.14 80.33 108.94 35.05 6.26 4.48 3.15 3.50 1.03 1.40 192.1 9.4 C+2 
xInternational Harvester. 448.03 289.06 300.51 80.34 70.79 3.90 4.70 5.50 256 2.50 13.8 19.1 B3 
Minneapolis-Moline 
Pow. Impl.......... 40.85 1416 12.68 695 1814 0.18 1.42 1.75 nil nil 44 43.0 C2 
Oliver Farm Equipment. 30.86 20.72 21.35 79.64 63.74 3.03 5.26 5.00 nil 2.50 10.4 17.2 C+2 
(All yearly figures are for fiscal years ending Oct. 31, except for Allis-Chalmers.) 
N.R.—Not Reported. (b)—Adjusted to 4-for-1 split-up late in 1943. 
(c)—Figured on common without deduction for prior securities. 
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ANOTHER LOOK AT— 
RAIL EQUIPMENTS 


BY STANLEY 


As has been the case in a number of the heavy indus- 
tries, the war has distorted the position of many of the 
makers of railroad rolling stock and accessories. Some 
which had very poor average earnings through the pre- 
war years have been able to show large profits in the 
1940s. These earnings have been reflected in a better 
recent dividend record for most of the companies than 
they had in earlier years. 

The long-term record of railroad car and locomotive 
builders has been a very spotty one. There would be a 
period of a year or two, sometimes three, when railroads 
would buy rolling stock in large enough amounts to 
bring these companies a good profit; then periods of 
three to five years would follow in which earnings would 
be small, sometimes with a succession of deficits. ‘The 
record was particularly poor in the early tg3g0s when 
railroad traffic fell off sharply and orders for cars and 
locomotives were at a minimum. In that period of deep 
adversity, preferred dividends went by the board in sev- 
eral instances and one company went into receivership. 

In the war period some building of cars and locomo- 
tives has been allowed, but the major portion of the 
volume has been in war equipment, particularly tanks of 
all sizes. Some of these companies did a gross business 
in 1942 and 1943, which was in excess of their totals in 
fifteen or twenty previous years combined. The fifteen 
companies covered in the accompanying table did a total 
gross business in 1943 of about one billion four hundred 
million dollars, while their combined average gross in 
the 1936-9 period was below 
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the war period, but that activity has placed a very severe 
strain on hundreds of locomotives and thousands of 
freight and passenger cars. Many of them can be rebuilt 
or reconditioned, which is a source of income to the 
equipment companies. Others will be scrapped as 
being in too bad condition or obsolete. All kinds of 
old rolling stock has been used during the war, and it 
has been difficult to keep some of it in service, even 
with constant tinkering and repairing. Examples are 
heard of locomotives which had been on switching work 
in obscure freight yards for years before 1942, which had 
lately been used for short hauling of freight cars. A few 
miles from New York, a wreck occurred around 1900, 
and one of the passenger cars rolled down an embank- 
ment; for forty years, the car was used as a chicken house 
by the farmer and his son where it had come to rest. In 
1942, the railroad paid the farmer $1,000 for it and paid 
to have it reconditioned and put into service. This illus- 
trates the possibility that a very considerable amount 
of rolling stock will have to be replaced with newer 
material in the next few years. 

Railroads also will have to put up a fight to retain 
their business when the post-war competition is in full 
swing. Air transport companies will seek to take some 
cargo, as well as more passengers than ever before. Buses, 
motor trucks and coastwise shipping will seek to get more 
and more traffic. To hold their own, railroads will have 
to give greater speed, greater comfort and lower costs to 
the shipper and traveler. This will necessitate the most 
modern equipment, also 





two hundred and thirty mil- 
lion. 

The post-war outlook for 
this industry appears favor- 
able. Much of the excess 
plant capacity put up for 
war work is either owned by 
the Government or has been 
paid for out of the war time 
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lower costs of operation. 
New types of cars and loco- 
motives will be devised to 
meet these requirements. It 
is not impossible that good 
business for the rail equip- 
ment industry in the post- 
war era may stretch to four 
or five years if there is a 





283 STOCKS. 





income. Facilities used for 
car and locomotive manufac- 
ture, or for making acces- 
sories, have not been in- 
creased much. Therefore, 
the specialized plants used 
in their regular business by 
the rail equipment com- 
panies will not suffer from 
excess capacity during pe- 
riods of normal demand for their products. In the slumps 
in railroad demand for these items which have appeared 
in the past (and they may develop in the future) there 
have been times when a large part of capacity was idle. 
It is indicated that better than average demand will be 
seen for at least a year or two, perhaps longer, after the 
war ends. 

This buying will be mostly in replacing present equip- 
ment of the railroads. Rail traffic may fall off materially 
irom the extreme activity which has been seen during 
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general movement to. re- 
place old rolling stock with 
modernized types. 

The locomotive builders 
have had a very mixed rec- 
ord over a long period. It 
had been marked by several 
poor years in the early 1920s; 
then a good record for the 
middle and late 1920s, fol- 
lowed by very adverse conditions in the 1930-1936 peri- 
od; a good year in 1937, a poor one in 1938, fair results in 
the next two years, then large earnings in 1941-1944. 
Two of these companies piled up such large working 
capital positions in the good years that they weathered 
the bad ones without threat to their financial structure. 
these being American Locomotive and Lima, but Bald- 
win had to recapitalize in the early 1930s. From their 
long term records, it would appear that they have been 
extreme examples of the (Please turn to page 533) 
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FOR PROFIT AND INCOME 
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Auto Rumors 


Not in many vears have the ru- 
mors flying out of Detroit been so in- 
triguing. Graham-Paige is going to 
make automobiles again. (Right) 
Odlum, of Atlas Corp., is going to 
buy Graham-Paige and merge it with 
something or other. (Denied.) The 
famous Fisher Brothers—big stock 
market operators in the ‘20’s—are 
out of General Motors, except as 
stockholders, and are going to launch 
some big venture on their own in the 
automotive field. (This one is fact, 
though the unknown is whether Fish- 
ers will make automobiles or parts.) 
Automotive merger rumors are a 
dime a dozen, most of them centering 
around Fisher Brothers as the finan- 
cial prime-mover. In reflection of all 
this guessing, low-price automotive 
stocks on a recent day accounted for 
{5 per cent of total Stock Exchange 
trading volume. Auto joy-rides by 
intoxicated people usually end in a 
smash-up. Also there is nothing like 
merger rumors—or actual mergers— 
to facilitate insider stock liquidation. 


Atlas Corporation 


Most investment trusts stay pretty 
heavily invested in all kinds of mar- 
kets, doing more selective switching 
than general lightening up or gen- 
eral buying. Though they increase 
cash at times, never are they extreme 
—or even very bold—about it. Atlas 
Corporation goes in for controlling 
interests in “special situations” and 
for general portfolio investments. 
The special interests have long ex- 
ceeded the value of its general port- 
folio. On the general market out- 
look the Atlas management has been 
bearish for some time. Its sales dur- 
ing the first half of 1944 increased 
cash, or equivalent, to about $26,- 
000,000 as of July 1, against $10,- 
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313,000 last Dec. 31. The cash 
amounts to over 38 per cent of total 
assets of $67,583,891. This is the 
most liquid position Atlas has held 
in some ten years. It is almost sen- 
sational for an investment trust. 


Speaking of Atlas 


In September, 1942, the Magazine 
of Wall Street cited Atlas warrants 
as a logical “inflation hedge”’ gamble 
for a small portion of speculative- 
investment funds. The warrants 
were then at 14 of 1 point. We em- 
phasized that they had no statistical 
value, as they carry right to purchase 





SELECTED STOCKS HOLDING 
WELL IN MARKET REACTION 


Am. Airlines Cons. Edison 
Am. Ch. & Cbi. Decca Records 
Am. Chicle Devoe & Ray. 
Am. News Fairbanks, Mor. | 
Am. Sugar Glidden 
Am. Tel. & Tel. Holland Fur. | 
Atl. Refining Inger. Rand 
Beatrice Cream. Int. Harvester 
Bigelow Sanfd. Jchns-Man. 
Black & Decker Montg. Ward | 
Bond Stores Nat. Dairy 
| Brewing Corp. Purity Bak. | 
| Ches. & Ohio Sperry Corp. | 
| Clark Equip. Spicer Mfg. | 
i 

| 





Comw. Edison Spiegel, Inc. | 

















Atlas common at $25 a share where- 
as the common had not attained that 
price even at the 1937 bull market 
high, but observed that they moved 
with the common and much faster. 
At the 1943 high these warrants were 
up to 25g and in recent days they 
were as high as 214. The latter fig- 
ure represents an appreciation of 800 
per cent on our 1942 suggestion. 
Though we have seen these warrants 
sell as high as 10, rise to that price 
irom present level would be a per- 
centage gain less than half that in 


THE 


i 
| 
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rise from 14 to 214. This sort of low- 
price speculation should invite con- 
sideration only in sharply depressed 
markets. 


Rail Costs 


The Chicago, Burlington & Quin- 
cy Railroad reports that operating 
expenses increased 26 per cent dur- 
ing the first half of this year, largely 
offsetting a 17 per cent expansion in 
gross operating revenues. Due main- 
ly to higher payroll costs, net rail- 
way earnings before taxes increased 
only 4 per cent. What really hurt 
was a 51 per cent increase in tax ac- 
crual to a total of $32,179,436 for the 
half-year, apparently due predom- 
inantly to exhaustion of excess 
profits tax credit. Thus net income 
was more than cut in half—$8,966.- 
000, against $18,124,000 in first hall 
of 1943. ‘This is a familiar story now 
with nearly all roads. 


Short Interest 
The short interest on the Big 


Board at end of July was about 4o,- 
ooo shares larger than a month ear- 


lier. There were substantial in- 
creases of “shorts” in Illinois Cen- 
tral, Pepsi-Cola, Willys-Overland, 


Twentieth-Century Fox and Certain- 
teed Products. Short positions de- 
creased in Chrysler, General Motors, 
U. S. Steel, Delaware & Hudson. 


Dividends 


Total dividends paid in 7 months 
through July were 3 per cent over a 
year ago. For manufacturing com- 
panies the increase was 6 per cent. 
Payments by the auto industry rose 
27 per cent; oil refining 12 per cent: 
paper and printing 7 per cent. No 
other group had gains exceeding 6 
per cent. 
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Keeping Abreast of Iudustrial 
and Company Changes 


Enterprise 
The changes due to war always 


stimulate greatly the spirit of enter- 
prise. It was so in the last war, with 
ptable acceleration of the develop- 
ment of our chemical, automobile, 
aircraft and radio industries. This 
time, synthetic rubber seems to be 
most significant industry-wide 
change as a result of war. There is 
sharply spurred progress in plastics 
and electronics, but both are mere 
offshoots of fully established in- 
dustries. Among individual com- 
panies, especially in manufacturing, 
never were so many things stirring, 
so many possibilities being looked 
into. Few are the manufacturers 
who intend to stand pat on types of 
products previously offered. A great 
many will offer products new to 
them — but not new to consumers 
except perhaps in some design de- 
tails. There’s the rub. From the 
rush to get into it, you'd think every 
item in the household equipment 
market represented a rich gold 
mine. At this distance, the prospect 
looks more favorable to consumers 
than to stockholders of the manu- 
facturing companies. They way it is 
going, one wonders how long be- 
fore electric irons will be on sale 
in Woolworth’s and a radio will be 
given as a premium to the buyer of 
a refrigerator! 


Trucks 


War Production Board plans call 
for production during the first quar- 
ter of next year of more than five 
times as many commercial motor 
trucks as were turned out during 
the first quarter of this year: for 
56,705——mainly medium-size trucks 
—against 10,894. Even the larger 
figure is small potatoes by peace- 
time standards. We marvel at the 
precision of this kind of official 
planning in a most uncertain world. 
Note that it is not 56,000 trucks that 
are to be produced, or even 56,700 
but exactly 56,705. We wonder. 
Should war with Germany by any 
over—with automotive ke clam- 
oring for jobs—badly needed trucks 
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for civilian work probably would be 
among the first things given much 
more of a green light than WPB is 
now apparently thinking about. 
Should war with Germany by any 
chance not be over, we would not 
bet against the proven ability of 
the military to get WPB to back- 
track on schedules for civilians. 


North American 


Edward L. Shea, president of the 
North American Company, states 
that the company’s total debt has 
been reduced from $70,000,000 to 
$29,837,425 in three and one-half 
years since the debt retirement pro- 
gram was begun. This was made 
possible by utilizing earnings and 
paying dividends to shareholders 
not in cash but in the form of shares 
of other companies in which it had 
investments. Nearly all of North 
American’s holdings of Detroit 
Edison have thus been transferred 
to North American stockholders; 
as well as part of the company’s 
shares of Pacific Gas & Electric. 


Paper Supply 
Vast amounts of wood pulp, 
paperboard and paper are used by 
the army and navy. Against the 
resultant swollen demand, the sup- 





ply is exceedingly tight mainly be- 
cause of shortage of labor for cutting 
timber. We have plenty of standing 
trees, not enough logs moving to the 
pulp mills. But this is one war- 
time shortage that will ease—or 
evaporate—with magical speed one 
of these days. Paper industry men 
who know what they are talking 
about say that if present military 
buying policies are continued, the 
Government will have a huge over- 
supply of packing material on its 
hands when the war with Germany 
ends. They also believe the pinch 
will ease to some extent after the 
Army has covered docks available 
in Cherbourg or other harbors. 
Much material needed for the in- 
vasion had to be packed to resist 
weather and water. 


Jobs After V-Day 

In a recent public address A. 
Ford Hinrichs, acting commissioner 
of the U. S. Bureau of Labor Sta- 
tistics, predicted that defeat of Ger- 
many will be followed by unem- 
ployment of between 3,000,000 and 
4,500,000 persons in the war in- 
dustries and in war-time Govern- 
ment civilian service. Half of this 
decline, he believes, will come in 
three months, all of it within six 
months. 





Bohn Aluminum 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 
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National Dairy 





Ohio Oil 








Pure Oil 
United Air Lines 
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Pittsburgh Plate Glass 
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Decca Records 








American Safety Razor 
North American 





American Bosch 











Latest Year 

Period Ago 

6 mos. June 30 $3.42 $3.09 
12 mos. June 30 1.90 1.42 
6 mos. June 30 2.34 1.89 
3 mos. June 30 1.53 1.41 
6 mos. June 30 1.03 96 
6 mos. June 30 1.21 97 
6 mos. June 30 1.14 92 
6 mos. June 30 1.79 1.44 
6 mos. July 1 2.50 2.21 
6 mos. June 30 2.17 1.79 
3 mos. June 30 1.70 90 
6 mos. June 30 2.67 1.94 
6 mos. June 30 2.71 90 
6 mos. June 30 2.28 2.00 
6 mos. June 30 3.16 2.61 
6 mos. July 1 1.39 A9 
6 mos. June 30 130 8 8=«.:11.10 
6 mos. June 30 1.26 1.01 
12 mos. June 30 1.85 1.72 
6 mos. June 30 1.41 85 
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Textiles 


Supply of textiles for civilians is 
expected to increase materially dur- 
ing the fourth quarter of this: year. 
Textiles experts advance several 
reasons for this, but the most 
decisive is an anticipated reduction 
in Army buying. On this point 
Donald B. Tansill, vice-president of 
the old Pepperell Manufacturing 
Company, recently stated: “Many 
keen observers expect the Quarter- 
master purchasing to lighten for the 
fourth quarter. Their supply lines 
are presumed to be quite full and it 
is rather fair to expect substantial 
reduction of textile procurement 
prior to’ the actual ending of the 
European conflict.” On the other 
hand, with thoughts of the Pacific 
War, the Navy’s textile procurement 
is expected to continue at present 
peak rate at least through this year. 


Liquor Taxes 


Federal excise taxes on liquor, 
like those on cigarettes, are paid by 
the manufacturers. At least, that’s 
the legal technicality of it. Though 
yaturally passed on to consumers in 
higher prices, such taxes are con- 
sidered, for bookkeeping purposes, 
not an addition to price but a part 
of price. . That’s one reason for the 
huge increase in liquor sales as 
measured by dollar volume. The 
physical increase in demand is big 
enough, but not nearly as big as 
dollar sales gains. The Federal tax 
is one-third greater per gallon than 
formerly. During the fiscal year 
ended June 30, the Government’s 
‘take” from alcoholic beverage taxes 
was $1,618,775,155. Not bad—and 
still some people agitate for the re- 


~turn of Prohibition. 


National Dairy : 
For the first half of 1944 the 


provision for Federal income taxes 
by National Dairy Products amount- 
ed to $3.20 per common share or 
more than three times net income of 
$1.03 per share. In appraising con- 
sumption goods enterprises of this 
kind, eventual Federal tax reduction 
is an important investment con- 
sideration because the benefit of 
such relief will hardly be counter- 
balanced by shrinkage in volume 
and pre-tax income. In the case 
of companies whose peace-time 
volume can be expected to be a small 
fraction of what it is now, the ad- 
vantage of lower tax rates will be 
more than offset by reduced volume 
and reduced pre-tax earnings, with 
the result that net for stockholders 
will be lower, rather than higher, 
than now in a great many cases. 
From a stockholder point of view, 
the biggest actual gainers from 
lower taxes will be what used to be 
called “stable income” companies. 


Battle Coming 

What can be done with glass is 
surprising. One of the latest devel- 
opments is a new glass which is 
fully transparent but which keeps 
out heat from the sun’s rays. How 
this is done is not stated. The large 
possibilities in homes, _ stores, 
factories and automobiles are 
obvious. But glass will have much 
new competition from plastics. 
There are plastics which will serve 
every purpose of sheet glass, yet 
“imitate” glass only in transparency. 
Advantages of “plastic glass”—not 
glass at all—include light weight, 
capability of being made in curved 
forms, non-brittleness, a remark- 
able ratio of durability to weight. 





DECLINES SHOWN IN RECENT EARNINGS REPORTS 



























































Latest Year 

Period Ago 

Best & Co. 6 mos. July 31 $1.35 $1.72 
International Paper 6 mos. June 30 89 1.11 
United Drug 6 mos. June 30 14 87 
First National Store 53 weeks April 1 2.73 3.01 
Northern Pacific 6 mos. June 30 169 3.08 
Proctor & Gamble 12 mos. June 30 2.94 3.13 
Stand. Oil of Ohio 6 mos. June 30 250 2.70 
Borg-Warner 6 mos. June 30 1.75 1.99 
Noranda Mines 6 mos. June 30 2.10 2.53 
Master Electric 6 mos. June 30 1.25 3.18 
American Viscose 6 mos. June 30 97 1.30 
Cluett, Peabody 6 mos. June 30 132 1.99 
Crucible Steel 3 mos. June 30 2.43 3.12 
Remington Arms 6 mos. June 30 08 32 
Southern Pacific 6 mos. June 30 6.10 11.28 
Koppers Co. 12 mos. June 30 2.15 3.04 
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Packard Plans 


George T. Christopher, president 
of~Packard Motor Car Company, 
said recently that Packard in three 
months will have enough. manu. 
facturing space available to build 
40,000 automobiles a year despite 
its heavy volume of war work. Of 
course, getting the Government OK 
to do so is something else again. Mr, 
Christopher says Packard plans on 
being able to reach a_ production 
rate of 125,000 cars annually by the 
end of the first 12 months of unre. 
stricted production, or equal to the 
company’s best pre-war rate; and to 
reach a rate of 200,000 cars annually 
within 18 months of getting a full 
green light from Washington. 


Auto Industry’s War Output 


Dollar value of the automotive 
industry’s production of war goods 
since the start of re-armament in 
September 1940 went soaring by the 
$20,000,000,000 mark on July 31 
But civilian production has not been 
entirely forgotten. Replacement 
parts are considered essential and 
manufacture has continued on a con- 
trolled basis. Output of replacement 
parts for buses, trucks, tractors and 
passenger cars over the past 18 
months has approximated $700,000,- 
000. 


Refinancing 

The revised refinancing plan of 
Brooklyn Union Gas Company calls 
for issuance of $30,000,000 of gene- 
ral mortgage 25-year sinking fund 
bonds and $12,000,000 of 25-year 
sinking fund debentures, both issues 
to be sold on competitive bidding. 
However, under contract already 
made, they will go to Halsey, Stuart 
& Co., and will carry rates of 314 per 
cent for the bonds and 4 per cent 
for the debentures, unless some 
other banker makes a higher bid 
price. 


Merchant Lines 

It is reported that the Merchants 
and Miners. Transportation Com- 
pany is nearing agreement with the 
Maritime Commission on price to be 
paid by the Government for its fleet 
of 19 ships which were taken over. 
The rumored basis, not officially con- 
firmed, is $10,000,000. Some expect 
the shipping company may liquidate 
and think liquidating value may be 
somewhere between $45 and $60 a 
share. If this is so, somebody must 
know it—yet the stock is selling 
around $36. Seeing is believing. 
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WHERE COMMON STOCK 
POSITIONS ARE IMPROVED 


By Debt Reductions and Refunding 


BY J. S. 


W ITH the single exception of United States Govern- 
ment bonds, investors are up against a shrinking supply 
of investment media. To shop around for corporate 
security investments today is at least somewhat akin to 
shopping for good red meat in the partially denuded 
butcher shops. 

Very few corporations have issued new capital securities 
of any type in recent years; and such financing has in any 
event been exceeded by the retirement of bonds and 
preferred stocks through calls or purchase on tenders or 
open-market acquisition for cancellation. 

The net effect is that the aggregate outstanding supply 
of senior corporate securities has been substantially re- 
duced and is continuing this trend. According to SEC 
estimates, railroad long-term bonds were reduced by 
$400,000,000 in 1942 and $300,000,000 in 1943; and it is 
believed rail debt retirement this year will approximate 
1942—indicating three-year shrinkage of around $1,100,- 
000,000. Corporations other than rails retired some $500,- 
000,000 of long-term debt, as evidenced by bonds, during 
the past two years. As cash needs are declining somewhat, 
the pace of debt retirement will be faster for 1944 as a 
whole, probably bringing three-year shrinkage, outside 
of the rail field, to around $900,000,000. 

Thus, for the whole corporate field, the period 1942- 
1944 will have seen outstanding bonds reduced by some 
$2,000,060,000. This is not a new 
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interest or dividend return on the one hand, and on the 
other hand some of his invested capital is “fired” by 
bond or preferred stock retirements and must seek other 
employment at some kind of yield or stand stagnant 
without any yield at all. This publication gets hundreds 
of letters from investors who have thus been “gored” one 
way or the other. 

It is increasingly difficult to replace called issues at the 
same yield as was previously obtained except by “‘shop- 
ping down” as regards the risk factor in investment status. 
There is a double reason for this: the shrinking supply of 
outstanding corporate issues on the one hand, the pre- 
vailing low interest rates which, on the hand, have forced 
highest-grade fixed-income securities to the highest levels 
ever known. 

Now when it comes to shopping down, more and more 
investors have begun to figure that, instead of “com- 
promising” on medium-grade bonds or preferred stocks, 
they would just as soon “go all the way” and buy com- 
mon stocks—at least in periods when they can be had at 
deep-reaction prices offering good dividend yield and 
potentiality of substantial capital appreciation. Working 
to the same end, aside from increasing scarcity in, and 
high prices of, good quality senior securities, is the 
pressure of very stiff income taxes. This has made divi- 
dend income less attractive than formerly, capital appre- 
ciation “income” more attractive 




















trend, but a pronounced ac- || | than formerly because, on hold- 
celeration of an old trend—for || ALL FUNDED DEBT RETIRED ings of six-month duration or 
ever since 1929 the general ten- | — Avsaren longer, the net tax is 25 per cent. 
dency has been to work down || 9. |, meus ~ So far _ come _— are 
corporate mortgage debt. —— || concerned, nobody planned mat- 

There are ae chai figures || Minneapolis & St. Louis... $2,014,578 $80,583 | ters this way. Yet if -e “master 
available on total redemptions || Industrial || mind” had wanted a situation in 
or reductions of outstanding pre- || Anaconda Copper Mining. 40,000,000 2,000,000 || which popular common stocks 
ferred stocks. The aggregate is ae Indies Bye etones ep os || tend in every period of hopeful 
less than the bond retirements || Coynell-Dubilier.......... 1461,000 67,500 | rally to reach prices excessive in 
but nevertheless is very sub- McKesson & Robbins..... . 13,700,000 479,000 | relation to earning power, it 
stantial. Certainly in dollar total, || Studebaker........ sees 5,448,000 326,880 || could not have been better 
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On top of this shrinkage in 
supply of senior securities, every week—as for some time 
past—brings news of at least a few more refundings 
through which outstanding issues of bonds or preferred 
stocks are replaced with issues carrying a lower interest 
rate or lower dividend rate. Here again, no over-all 
figures of totals are available—but no investor will doubt 
that the aggregate is very large. Probably most readers of 
this article, if they have owned any corporate bonds or 
preferred stocks of good grade, have had painful personal 
experience with refundings—painful because refundings 
amount to a cut in the wages of invested capital. 

Thus, the conservative investor is caught on both 
horns of the same dilemma. Refundings cut down his 
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ty valuations, something of a 
scarcity factor has been injected. 

New issuance of common stocks over the past decade 
or more has been a veritable “drop in the bucket.” On 
the security exchanges, it’s with minor exceptions the 
same old stocks that you see “turning over.” However, 
each year sees some investors buying stocks “for the long 
pull” and this, in the absence or virtual absence of new 
equity financing, tends to reduce floating supply over a 
period of time. In this respect it is fortunate for the 
country—and for investors who want to buy stocks at 
something less than outrageous prices—that the rich, 
mainly for purposes of estate tax planning, are heavily 
on the selling side. Otherwise the risk of stock market 
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| REPRESENTATIVE EXAMPLES OF REDUCTION IN FUNDED DEBT 

—In Millions of Dollars— 

Pre-War 

| Funded Recent Amount | 

| Railroads Debt Total* Retired | 

| Alleghany Corp......-.-.-.++- 77.7 39.0 38.7 

| Atchison, Topeka & Santa Fe.... 324.9 271.3 53:5 | 
Atlantic Coast Line........... . 150.1 130.0 20.1 
Baltimore & Ohio.............. 672.9 607.2(a) 65.7 | 

elaware & Hudson Co......... 49.0 —25.0 +24.0 

Ree a PMTCT 5 5 05.0 socio vcs 332.9 290.8 42.1(b) 
TRS oN eer 363.7 305.5 58.2 | 
Louisville & Nashville.......... 226.7 206.4 20.3 | 
Missouri-Kansas-Texas..........+ 114.8 84.7 30.1 

| New York Central............. - 985.4 891.9 93.4 
New York, Chicago & St. Louis....157.0 122.6 34.3 
SOOO. .osscssscescesas 705.5 586.6 118.9 
Southern Railway.............. 361.1 304.0 57.0 

*Dec. 31, 1943 or later. 

(a) Including R.F.C. loans. 

(b) Not including present refunding plan. | 
Industrials | 
Bethlehem Steel.............4- 181.3 156.5 24.8 

| MSIE OI oxo scicsivin seees 21.9 2.4 19.5 
| National Dairy Products......... 66.4 58.8 7.6 
| RADE NMROR DIANE i5'55.5 coo slsiave'ose 6 eiese' 33.9 19.3 14.6 | 
i i i ees aa | 








inflation, with the supply situation what it is, would be a 
quite serious one or in any event more serious than it is. 

Despite this long-pull bull market bias due to reduced 
supply of investment media, there are, of course, qualify- 
ing considerations. To go back to the butcher shop 
analogy, sensible people just refuse to buy beef when the 
quality is too low or the price too high. Investors, not 
alone the rich, sell on balance to speculators, and take 
their chances on sooner or later being able to buy back 
to advantage, when they think prices are a better sale 
than buy. They did that in the spring and early summer 
of 1943, suffocating a roaring speculation in low-price 
stocks. There is some evidence they again were on the 
selling side in recent weeks. 

It should not be necessary to point out that when a 
company retires a bond issue or a preferred stock issue— 
or when it effects an important saving in fixed charges 
through a refunding operation—the basic quality of its 
equity stock is proportionately improved. In the case of 
redemptions which significantly lift the quality of the 
common stock, investors forced out of a bond or preferred 
stock would do well to consider—depending on the in- 
dividual circumstances—placing a portion of the “dis- 
charged” capital in the same company’s equity. Why 
shop around entirely “among strangers” when you have 
personal knowledge of an improved equity position for 
the company with which you are familiar through owner- 
ship of its called bond or preferred stock? 

As an example, the Great Northern Railway has pend- 
ing a plan for redemption of $119,887,700 of bonds and 
notes via a new issue of $100,000,000 of bonds at an 
interest rate yet to be determined but low enough for a 
big saving in charges. With this move completed, on top 
of previous debt retirement, this railroad will have re- 
duced bond interest from $19.6 millions a year in 1935 
to only $10.4 millions, the annual savings equalling 
$3.70 a share on the preferred which in this case is tanta- 
mount to an equity, as there is no common outstanding. 

As a result, Great Northern will have won its way back 
within the circle of the few roads with really high credit 
status, and will have established reasonable probability 
of regular earnings jutifying nearer a $4 dividend than 
the $2 currently paid. 

One of the most significant debt retirements in the 
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past two years, though far from the largest, has been bf. 
the Delaware & Hudson Co. It probably could not hayeppacilic, | 
extended or funded the $49,000,000 4% bonds whichf0u!s & 


esser ret 


matured on April 1, 1943, under conditions such as tho bill 
pne D114 


of 1938-1940. It obtained a 20-year extension, after pay. ‘ 
ing off 10% of the bonds, and has since retired enough nding 
so that the management announced early in August thagge? P 
less than $25,000,000 are now in the hands of the publicfh!t, of 
The common is now in line for dividends, the road has ,gp!U0"! 
strong working capital, and it is planning to merge ii bene! 
railroad subsidiary with it, also possibly take in  thqpocident 
Hudson Coal Co., whose bonds have also been sharply?" shi 
reduced in the past two years. pout a 

Baltimore & Ohio has purchased, received by tender orfp!cago 
called above $100,000,000 face value of its bonds. Thispreeks a 
has been partly offset by the increased debt to the Refe® 0! 
construction Finance Corporation. The $50,000,000 4° SY 
4% notes which matured August 1, 1944, are to be paidP) the 
off, as far as those in the hands of the public are con it ther 
cerned, when the period of grace on them has expired ffs be 
It is not known how much of this note issue is owned by Copper 
the RFC. While the B. & O. still has a large funded and its 
RFC debt, it has been put in a fair position to meet post. Iicallec 
war conditions by the wartime earnings, which enabled 
it to pay in full the interest which had been deferred 
previously. 

The Minneapolis & St. Louis within a few months alte 
it had emerged from receivership had called all of its 
new bonds and became one of the extremely few Class | 
railroads in the United States without any funded debt. 
This was of immense benefit to its common stock, which 
promptly went on a dividend basis. 










Stude! 


Among Prominent Rails arly in 


The New York Central and the Southern Pacific were 
viewed with “raised eyebrows” in investment circles onl 
a year or two ago, and were considered decidedly “mar. 
ginal.” Southern Pacific, on the last official figures, has 
reduced its funded debt $118,000,000 from the pre-war 
total, including all of the nearer maturities. The New 
York Central has cut its funded debt more than $93, 
000,000, on the latest available reports. Both may have 
made additional purchases of bonds in the open market 
in recent months. Neither can be called “marginal” now, 
especially as the Southern Pacific has close to $100,000, 
ooo working capital and the Central over $110,000,000. 
These developments have had their reflection in the 
positions and the markets for the common stocks of both. 

The Atlantic Coast Line is calling for redemption its 
$30,600,000 Louisville-Nashville collateral 4s 1952. This 
releases the L. & N. stock held for collateral on this issue. ; 
Previously the road had made over $20,000,000 debt A fair 
reduction. ll of th 

Further details of some of the larger debt reductions Boga ~ 
by railroads are shown in the accompanying table. In =, v 
addition, it might be pointed out that the reorganization There 
of the Erie Railroad, the Wabash, the Chicago Great ents of 
Western, Chicago & Eastern Illinois, Norfolk Southern, arket. 
and the Chicago & Northwestern were completed during de 
the war period, resulting in a reduction from the oldf‘P? t) 
funded debt of about $200,000,000 in the face amount of jill out 
new bonds (many of the new ones being income bonds In ad 
and not having fixed charges). This was possible, and erred sh 
placed the new common stocks in a much improved posi- . 
tion, largely as a result of wartime earnings. The pend- 4 ‘sella 
ing reorganization of the Chicago, Rock Island & Pacific, few & 
the Chicago, Milwaukee, St. Paul & Pacific, the Missouri see h 
Pacific, the Denver & Rio Grande Western, the Western eye 
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ee 
ae Pacific, the New York, New Haven & Hartford, the St. 
whigouis & San Francisco, the “Soo” lines and four or five 
5 thosfesset receivership roads will result in reductions of over 
me billion dollars in the face amount of the bonds out- 
nding, as compared with the old bond issues, and a 
arger portion of the new bonds will be income bonds. 
fost of these roads have built up large working capital 
sitions to give the reorganized roads a strong start, and 
» benefit the new common stocks when they are issued. 
ncidentally, it might be mentioned that the new com- 
non shares of the Erie Railroad received a dividend 
bout a year after reorganization was completed, and the 
der ofthicago & Northwestern new common, just issued a few 
Thipreeks ago, is expected to receive a dividend in the next 
re Re.pew months. 
No such wholesale bond retirements have taken place 
yy the larger industrial and public utility companies, 
it there have been almost innumerable small lots of 
these bonds retired in the past three years. Anaconda 
Copper Mining Co. is among the largest in this group, 
vith its more than $40,000,000 bonds of a few years ago 
ll called and the company left without any funded debt. 
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Industrial Debt Adjustments 


Armour & Co. has been going through extensive re- 

djustments of its funded debt. The first was the retire- 

ent of some of the Delaware subsidiary’s bonds and pre- 

ered stock, so that the company could absorb that sub- 

which pidiary. Its own bonds are to be refunded soon and new 
sues put out. 

Studebaker retired all of its bonds, the last of them 
arly in 1944. Warren Bros. Co., after completing reor- 
anization, retired all of its funded debt. Others retiring 
ll of their bonds include Consolidated Textile, Cornell- 
ubilier, McKesson & Robbins. 

Wilson & Co., United Drug and a number of other in- 
ustrial companies redeemed high interest bonds and 
sued ones with 3 to 314% coupons in place thereof, sav- 
ng interest charges and increasing the relative earning 
wer of the common stocks. 

The preferred stock retirements are also numerous. 
ne of the latest was Willys-Overland, but here it is in- 
icated that most of its preferred was converted for com- 
on stock before the call date. It is a market phenomena 
hat so often when a convertible preferred stock (or 

nd) is called for redemption, the common stock has a 
harp advance in market price at the time between the 
mouncement of the call and the redemption date, with 
the result that much of the old issue is converted and 
ittle left to be paid off. 

A fairly large number of other companies have retired 

ll of their preferred shares, of which a few examples are 
iven in the tables. One of them is Cuban-American 
ugar, which is discussed below. 
There have also been a large number of partial retire- 
ents of preferred shares, or of buying them in the open 
arket. An example of this is Collins & Aikman which 
as purchased 77,850 shares ( maybe more since the latest 
eport) and has only 39,750 shares of the 5% preferred 
ull outstanding. 

In addition to the total or partial retirement of pre- 
ferred shares, the position of common stocks has been im- 
roved in a large number of cases through the paying 
ff or elimination of dividend arrears on preferred shares. 
A few examples are cited in the table. Among others 
ouri fUtich have paid off arrears and put the common in line 
ae ior dividends, was A. M. Byers Co. which at one time 
_pwed over $35 a share on its preferred. An unusual fea- 


were 
only 
“mar: 
5, has 
€-Wal 
New 
$93; 
have 
arket 
now, 
,000,- 
»,000. 
| the 
both. 
nn Its 
This 
issue. 
debt 


DOsi- 
end- 
cific, 





EET 


AUGUST 19, 1944 


ture of this was that the indenture for the stock provided 
that 5% interest had to be paid on accrued dividends 
until they were paid. Byers paid off all of the accruals, 
the last of this during the war years, and with each pay- 
ment of the back dividends also met the interest. 

There are plenty of other preferred stocks with arrears 
on which part of the accrual is being met from time to 
time, but without steps to clear up the total as yet. Early 
in August American Woolen paid another $4 a share on 
account of what is owed on the preferred. Some of this 
list (General Cable, General Steel Castings, Pittsburgh 
Steel $5 preferred, etc.) may, in time, clear up all of the 
accrued dividends. 

Some time in the 1930s, a new method of clearing up 
arrears on preferred stocks was adopted—by giving an- 
other preferred stock, or some other securities, in ex- 
change for the old preferred. A prior preferred would 
be given, which would get dividends before such of the 
old preferred as was not exchanged. Among companies 
doing that were Armour & Co., Curtis Publishing, Cuban 
American Sugar, and White Sewing Machine. Of these, 
only Cuban American Sugar has carried the “work for 
the common” further, and it recently retired the new 
prior preferred by redemption. 

Warner Bros. Pictures called its preferred stock for 
redemption and at the same time paid off a large accum- 
ulation of back dividends. 

There are several examples of exchanges of preferred 
stocks to eliminate accrued dividends in the tables. 
Among them, American Locomotive gave one share of 
new 7% preferred, one and three quarters shares common 
and $5 in cash for each old preferred, with its accumu- 
lations. 

There are a number of cases where common stocks 
have been exchanged for preferred shares, where the 
latter had accruals. One that is going on now is the re- 
cent exchange of 20 shares of Certain-teed Products com- 
mon for one preferred, to a limited amount, with the 
rest of the preferred to be offered (Please turn to page 532) 

















PREFERRED STOCK CHANGES 
Number of Annual 

Entire Issue Redeemd Shares Dividend 
Cuban-American Sugar........... 53,163 $292,396 
Keith-Albee-Orpheum........... 117,910 707,460 
Paramount Pictures (a)..........- 666,668(a) 1,258,800 
Sylvania Electric Products......... 83,697 120,654 

arner Bros. Pictures..........- - 79,617 306,525 
Willys-Overland Motors..... «+++ 190,376 114,225(b) 

(a) Two issues. 


(b) No dividends paid until accruals paid off at time of | 
redemption. 




















Accrued Dividends Paid Number 
off in Cash of Shares Accrued Per Share 
Cudahy Packing........ 20,000(6%) $15.00 
65,405(7%) 17.50 
National Supply........ 64,687(6%) 9.75 
26,404(5 14%) 8.50 | 
Radio-Keith-Orpheum... 118,480 15.50 
Revere Copper & Brass... 22,040 50.75 
Accrued | 
Exchanges for New Shares Div. Shares New 
Preferreds Old Pfd. per sh. Pfd. Given* 
American Loco- 
MOQUUN 6 a4 o'cc essa 332,174(7%) $42.75 332,174(7%(a) 
E. G. Budd Mfg.... 59,531(7%) 87.50 119,062(5%) | 
St. Regis Paper..... 43,033(7%) 70.00 154,919($2.50) | 
United Cigar-Whelan | 
SONOS ccwccss - 63,647(5% 25.00 318,435($1.25) 


(a) Also $5 cash and 134 shares common for each pfd. old. 
(b) 5 shares new pfd. and $2 cash for one old. 


—~ 


| *If all old exchanged. 
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Opportunities for Income and Appreciation 
in Bonds and Preferred Stecks 


BY JACKSON 


MARKET TRENDS: Argentine bonds, which showed sub- 
stantial declines during the recent impairment of rela- 
tions between that country and the United States, have 
been firmer in recent sessions. Danish issues sold at new 
highs and retained most of the gain. The Dow-Jones 
averages for 40 bonds held steadily the past two weeks 
and this is also true generally of second grade and de- 
faulted railroad issues. The largest loss was in second 
grade rails and this amounted to only .46. The Dow- 
Jones average yield of 20 municipal bonds declined to a 
new low of 1.72% and reflected a continuation of de- 
mand for tax exempt securities. Insurance companies 
have been sellers of municipals in recent months, dis- 
posing of high premium bonds to permit purchases of 
additional Federal issues. The bonds they sell go mostly 
into trust funds and other private holdings where the 
tax advantage is large. 


CHILDS COMPANY DEBENTURE 5s: According to the 
debenture holders committee, no definite plan of reor- 
ganization for this company can be formulated until the 
trustee has filed his recommendations with respect to 
reorganization and inviting proposals. The committee 
also stated that from preliminary survey of the situation, 
it would appear at this time that the debenture holders 
interest would be best served by the committee’s insist- 
ence upon the payment of the principal of the deben- 
tures in cash, with interest thereon to the date of pay- 
ment. 


McLELLAN STORES, PREFERRED: The company’s di- 
rectors have voted to recommend to stockholders a plan 
whereby the dividend rate on the 6% preferred stock 
would be reduced to 5% after November 1, 1944, and 
the call price would be reduced to $105 per share on and 
after the aforesaid date. The plan will be submitted to 
stockholders in September and does not involve any un- 
derwriting or public offering of new securities. 


BIRMINGHAM ELEC. CO.: This Company has regis- 
tered $10,000,000 of first refunding bonds due 1974, with 
the S. E. C. The new issue will replace the currently out- 
standing first and refunding 414s of 1968, which will be 
redeemed at 101. Offering price and interest rate is to 
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1/65/100 shares of common stock for each share of pre. 
ferred; warrants expire by their terms on September ), 
1944, and as the common stock is selling at $19, they have 
no tangible value at this time. The preferred stock is 
selling at 9954 compared with a low of 837% this year, 
Holders desiring to accept offer or liquidate stock ata 
price near par, could consider reinvesting funds in either 
Republic Steel $6 prior preferred selling at 98 or Wilson 
& Co., $6 preferred selling at 9114, both of which wer 
previously recommended in this column. 


FLORIDA POWER CORP.: This Company, a subsidiary 
of the General Gas & Electric Co., has registered 40,000 
shares of $100 par value cumulative preferred stock with 
the S.E.C. The proceeds therefrom will be used to re 
deem 5,940 shares of 7% preferred, $50 par value, and 
28,762 shares of 7% preferred, $100 par value, at a total 
cost of $3,400,000. 


U. S. RUBBER CO.: This company further reduced its 
outstanding indebtedness during the first half of 1944, 
retiring $2,417,000 of its outstanding 354s first mortgage 
and collateral trust bonds maturing July 1, 1958. The 
company plans to continue paring debt as earnings per 
init. In 1943, it paid off $2,838,000. Based on earning 
in the first six months of 1944, bond interest was covered 
more than eleven times, as compared to 3.83 times in 
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WISCONSIN CENTRAL R.R.: The Federal Court inf bit dur 


Minneapolis has authorized payment on August 21st of 
two interest coupons to holders of this company’s first 
general mortgage 4% bonds of 1949. The authorization 
covers interest coupons due January and July, 1937. 


MELVILLE SHOE CORP.: This company is asking for 
offers of its 5% preferred stock at not exceeding $105.41 
per share to absorb an aggregate of $1,160,435, available 
for purchase of this stock. ‘Tenders are to be submit 
ted to Irving Trust or National City Bank, New York, 
by August 21st for sale to the corporation on August 
gist. 

The appended list of high grade public utility, rail 
road and industrial bonds represents issues suitable for 























be filed later by amendment. investors who require A-1 long (Please turn to page 532) 
REMINGTON RAND INC. $4.50 

PFD. WITH WARRANTS: This Com- YIELDS ON SEL P 

pany is asking for tenders of its $4.50 ECTED A-1 BONDS er 
preferred stock at prices not in excess : Call Recent oC 
of $100 per share, for approximately Rating Bonds Price Price Current Maturity 
10,000 shares. All tenders must be re- = a. bac es oo. 4s 1995..... N.C. 12354 3.24% 3.07% | 
ceived by the company’s treasurer, Ar plus Illinois Bell Tel. 13 98c5 "A" 1981.) 108” ma” coe fue 
465, Washington St., Buffalo, N. Y., by A-1 Inland Steel 1st 3s 1961............ . 106 105% 984% 5 sec 

3 P.M. Eastern War Time on August A-1 New Jersey Pr. & Lt. Co. 1st 351974. 1075¢ 105 286% 9.75% 
22, 1944. The preferred stock is call- A-1 — tates Pr. (Minn.) 1st 234s er see ; 
able at $100 per share and the war- || A+ Paciie Gos @ El. Cor 1x 3s"F" 1970. 106 Joss, eae abe 
rants attached thereto entitle the A-1 Penn. R. R. Cons. 414s 1960......... N.C. 123% 3 63% 2.65% 
holders to subscribe for common stock A-1 Philip Morris & Co. Deb. 3s 1963.... 10534 105% 2.83% 2 61 &% 
at $45 per share in the ratio of A-1 plus Philips Petroleum S. F. 234s 1964.... 10315 101 2.72% 2.68% | 
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MONEY AND BANK CREDIT CONCLUSIONS 
70 
MONEY AND CREDIT—Fifth war 
loan raised $20.8 billion; but only 46%, 
60 came from savings, with remainder 
financed by banks. Federal deficit for 
TOTAL LOANS ANO re | 1944-5 fiscal tentatively estimated at 
E pre. 50 $2.2 billion above last year. 
er 1, 
have - na TRADE—Retail store sales in first six 
Ick is = £. months 8% above like period last 
= 3 ee Sis /—~ year. Department store sales for first 
ithe | 2 ne i italia tit 
rilso 2 _getegheor™ ee” ad 
a 3 3° vemand DEPOSITS INDUSTRY—Treasury now estimates 
. corporate net after taxes at $8.5 bil- 
™ aiid lion, against $9.6 billion for 1943 and 
_ i 1942. 350 leading corporations earned 
i a IN CIRCULATION at annual rate of 8.8% on net worth 
to re a = LS ~___f~ in first half against 8.2% last year. 
, and L TOTAL Loans4 ee! | eae 
total Mita Mie a esate COMMODITIES—Government sup- 
COMMERCIAL LOANS } ica e a e f 
eee eeenae se port limits price decline in most farm 
aes . JFMAMJJASOND staples, despite increasingly favorable 
a 1943 1944 war news and crop prospects. 
1944, ee 
tgage 
The 


3 per: @ 

nings 

“\Jhe Business 
es in 


Per capita business activity recovered a 
rt inf bit during the past fortnight; but is still off a 
ist Off little more than 1% from the all-time peak of 
| firs} 136.3 touched during the week ended June 17. 
auonf For the month of July our index averaged 
| 134.8, compared with 135.9 in June and 129.8 
for July, 1943. Without compensation for pop- 
g for} ulation growth the July index was 164.2% of 
05-418 the 1923-5 average — 1.3 point below June 
lable} ond 5.6% ahead of July last year. 

bmit- de eg 

York, : y 
ugust} Labor shortages and, perhaps in some in- 
stances, union restrictions on output are main- 
rail} ly responsible for the lag in munitions output 
e for} decried by the Army; but part of the trouble 
592) stems from changes in design and a somewhat 
too zealous drafting of key skilled workers into 
—=] the Armed Services. Production executives 
hint at faulty Army planning. 
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ity || Beginning with the current issue, we are 

z, || substituting dollar totals for the former index 

a of department store sales. The figures are 

G computed by our own statistical department 

© |] from data published by the Federal Reserve 90 7 

. Board. We hope the change will meet the 4939 

4 approval of our readers. The Federal Reserve 85 he pF 

o Board is now revising its index of Department Sarat call 

? | Store Inventories. After the revision is com- 80 Lvicbsccncihincllnsddnibcshonalinsdaal 





pleted we may be able to present inventories 
(Please turn to the following page) 
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° 
Inflation Factors a 
Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor ‘ 
a 
M. 
FEDERAL WAR SPENDING (tf) $b Aug. 2 2.10 1.67 1.91 0.43 (Continued from page 525) as 
Cumulative from Mid-1940........... Aug. 2 208.0 2059 1174 14.23 INDUS 
also in dollar totals in lieu of the present index. —_ 
FEDERAL GROSS DEBT—S$b Aug. 2. 208.6 = 207.7 142.5 55.2 il al CARL! 
Despite a moderate decline in total civilian Man 
MONEY SUPPLY—S$b employment, little abatement is discernible in ae 
Demand Deposits—101 Cities.......... Aug. 2 33.6 33.5 33:7 24.3 | the blood of consumer expenditures. In the first Grai 
Currency in Circulation...............00.. Aug. 2 22.7 22.6 18.0 10.7 | six months of the current year, total retail store | J | —— 
sales were $32.1 billion—8% above the first ELEC. 
half of last year. Department store sales SOFT 
aa n= ap tg Avge. Aug. 2 5.73 5.72 4.93 3.92 | throughout the nation for the month of June sae 
100 Other pe headed Aug. 2 7.75 7.75 6.84 5.57 | totaled $459 million, compared with only $348 _Stee 
million in the like month of 1941 and $283 mil- PETRC 
ve —_ sie — — lion in June, 1939. Sales in the week ended July < 
seine cpr (ed) Mey ak poi pa om 29 were 11% above the like period last year, Fuel 
eee 2 ete ai Poectocrires Ailey 0.48 0.79 0.49 0.55 | against gains of only 10% for four weeks and Hea 
Farm Marketing Income (ag)........ May 1.46 1.40 1.40 1.21] 7% for the year to date. Stores are making LUMBI 
Includ'g Govt. Payments (ag)........ May 1.51 1.47 1.44 1.28 | good progress, through quiet markdowns, in Sine 
clearing their shelves of ersatz, or "Victory," 
model merchandi hich has not taken well with mee 
CIVILIAN EMPLOYMENT (cb) m June i a a ee Cum 
Agricultural Employment (cb) June 9.6 8.6 9.8 7.7 cae 
nn ag Sisculanieetn (Ib). June 16.1 16.2 16.9 13.6 sacs oe 
Employees, Government tw) sesene —_ 9 e ne “1 The latest Treasury estimates which, in con- Cum 
UNEMPLOYMENT (cb) m itl k 5 ; : trast with Commerce Department figures, ex- MISCE 
clude intercompany dividends, place corporate Pape 
FACTORY EMPLOYMENT (ib4) jie eee IE | net after taxes at $855 billion for 1944, and $9.6] || Whi 
Durable Goods pe a 113 112 122 120 billion for 1943 and 1942; compared with re- Dc 
Non-Durable Goods ..............sscseseee une ported totals of $6.9 billion for 1941, $4.7 bil Ciga 
May 318 318 313 189 5 aii ; Macl 
FACTORY PAYROLLS (ib4) lion for 1940 and $4.0 billion for 1939. Portl 
FACTORY HOURS & WAGES (ib) ee iy 
Weekly Hours _ gs Pcie =; 9 According to a compilation by the National ~tiggd 
herd Wage enn) senencacnesessascnsacees May 46.13 45.56 43.08 32.79 City Bank, 350 leading corporations earned after Labor | 
sect litt iii a egumammamannel taxes during the first half of 1944 at the annual np—W 
rate of 8.8% on net worth, against only 8.2% eee. 
PRICES—Wholesale (ib2) July 29 103.9 103.9 102.8 92.2 | last year 
Retail (cdib) May 137.1 136.6 135.3 116.1 ‘ pe ee ce 
Subscriptions to the Fifth War Loan totaled ila 
COST OF LIVING (Ib3) June 125.4 125.1 124.8 110.2 | $20.8 billion, a new high. But 54% of the rise in 283 CC 
Food June 135.7 135.5 141.9 113.1 | Federal gross debt during the drive was facili- 
Clothing June 138.0 137.4 127.9 113.8 alg: a 4 Ac 
Rent yssind 108.1 108.1 108.0 107.8 tated by expansion in bank credit, compared 9 Ai 
with an average of only 41% for the four pre- 5 Ai 
RETAIL TRADE ceding drives. cle 5 Ar 
Retail Store Sales (cd) $b................ June 5.59 5.72, 5.37 4.72 13 At 
a — satesielscussiwaoycodussurs id oo pe a eo Based upon the "hope" that Germany will be 12 Au 
Dept. = ating a — yee 0.46 051 0.44 0.40 defeated before next summer (Lloyds of Lon- 3 Ba 
Chain Store Sales (ca).................0+ June 190 191 178 151 don is giving odds of 8 to 5 that it will come 3 Bu 
before November this year) the Budget Bureau is 2 Bu 
MANUFACTURERS' predicting a reduction of at least $3 billion in 5 Ct 
js 40\—Tetel - _ 200 267 212 war spending during the present fiscal year; but 4 - 
gy ee ag 1 eens - te 440 403 389 265 an increase of $2.2 billion in the Government , es 
Non-Durable Goeds May 199 201 189 ©=—s«178—s«| deficit. a 
Shipments (cd3)—Total._............ May 273 281 247 183 sali i 2 
Durable Goods May + a The National City Bank fi that nati : 
: M 197 19 y Bank figures that nations 
Non-Durable Goods... ca "7 ' wad saad outside the United States have added $6.35 bil- : “ 
“ lion to their reserves of gold and short-term dol- 2 Fir 
pete neo Seng Me one axe ro oe lar resources during the 2!/2-year period be- 7 Fo 
gna tlh Cece te 17.3 17.4 175 15.2 | tween the end of 1941 and the middle of 1944, 2 Fo 
i ae May 4.1 4.1 4.0 4.6 | and that such reserves will be considerably larger 4 Fu 
OS ee May 6.4 6.4 6.2 7.2 | by the time hostilities cease. The Bank sur- 3 Ge 
Dept. Store Stocks (rb2) $b... June 155 147 143 139 mises that, outside of Italy and some of the few Hi 
Ww 
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PRODUCTION AND TRANSPORTATION 













































































Portland Cement Prod. (bbls.)m 


Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—1—pc July 29 1345 (1345 130.7 118.2 
(M. We S.J Pep... neeeccssesecesneee July 29 = 163.8 163.8 156.5 139.5 | smaller Nazi satellites, few nations will need ex- 
INDUSTRIAL PRODUCTION (rb3) aa 235 237 237 174 — financial aid for post-war reconstruction. 
Durable Goods, Mfta..........cscccsseseees June 352 357 358 215 © great outstanding exception will be Eng- 
Non-Durable Goods, Mfr ab June 169 169 177 141 land, whose long term investments abroad have 
CARLOADINGS—t—Total July 29 911 903 886 833 been liquidated to finance the war and who will 
ieateateees & tilesdiencen.... July 29 401 401 386 379 be saddled with a large short term indebtedness 
Mdse., L. C. L. July 29 104 102 99 156 in the form of now blocked sterling balances. 
Coal July 29 18! 176 178 150 There are unconfirmed reports that consideration 
ee July 29 57 60 59 43 : : 7 7 
is being given to extending lend-lease aid to 
ELEC. POWER Output (K.w.H.)m July 29 4,391 4,381 4,227 3,269 England at a rate of upwards of $2.5 billion an- 
SOFT COAL, Prod. (st) m July 29 12.4 12.0 12.1 10.8 | nually in consideration of her aid in helping us 
Cumulative frem Jan. | July 29 365 353 336 466 out with the Japanese war after Germany ce- 
SHOCKS, TEMES CAO sss nsssasescorcecssvasscesvisivess June 59.7 55.3 74.1 61.8 | pitulates. 
LEUM—(bbis.) m ~ *& * 
ow Output, Daily Be, Siciciasscsesisistes July 29 4.61 4.62 4.13 4.11 
Gasoline Stocks July 29 82.66 82.15 73.41 87.84 Owing to expanding member bank reserve de- 
Fuel Oil Stocks July 29 56.28 55.32 67.36 94.13 e . e ° e 
conn uae July 29 38.13 37.51 34.33 54.95 | Posits and money in circulation, along with 
vegdanabaianeharss gradually shrinking stocks of monetary gold, the 
LUMBER, Pred. (bd. ft.) m July 29 636 677 667 632 reserve ratio of gold certificates to Federal Re- 
Stocks, End Mo. (bd. #t.) b.... June 3.3 3.4 3.8 12.6 : te 
5 . . s serve notes and deposits has been declining 
oo — — - m > ey ar Pig Bs steadily and is now down to about 50% against 
umulative from Jan. I ............cee : : : : the minimum required reserve of around 38%. 
ENGINEERING CONSTRUCTION There is no need to worry over this since, when 
AWARDS (en) $m _ : ' Pa Ps > a 5 Py need arises, the situation can be handled through 
Cumulative from Jan. I..........s-0000 i : : : : various expedients, either with or without new 
MISCELLANEOUS legislation. As a matter of fact there is no need 
Paperboard, New Orders (st)t....... July 29 140 157 154 165 for a gold reserve against inconvertible domestic 
Whiskey, Withdrawals (tax gals.)m June 4.93 5.36 4.78 8.14 . 
ae Sask, teal le june 349 355 428 506 currencies. The only monetary use for gold now 
Rass ‘ A) oe June 21.2 21.1 20.9 i7.1 | is to settle international balances and to hel 
Cigarettes, Domestic Sales—b..... Pp 
Machine Tool Shipments—$m June 41.3 41.8 108.7 76.4 | stabilize foreign exchange rates. 
June 7.9 vy: 11.9 14.9 








ag—Agqriculture Dept. b—Billions. ca—Chain Store Age, 1929-31—!00. cb. Census 
Dep't., Jan., 1939—100. cd3—Commerce Dep't. 1939—100. cdlb—Cemmerce Dep't. Index (1935-9—100) using Labor Bureau & other 
data. en—Engineering News-Record. |—Seasonally adjusted Index. 1923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. 1926—100. ib3— 
Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m. Millions. mpt—At Mills, Publishers & in Transit. mrb-M.W.S., using F.R.B. data. 
np—Without compensation for population growth. pe—Per capita basis. rb2—Federal Reserve Board, adjusted index, end of Mo., 1935-9 
—100. rb3—Federal Reserve Board adjusted index, 1935-97—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 


Bureau. cd—Commerce Dep't. cd2—Commerce 
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No. of 1944 Indexes —————— (Nov. 14, 1936, Cl—100) High Low Aug.5 Aug. !2 

Issues (1925 Cl.—100) High Low Aug.5 Aug. 12] 100 HIGH PRICED STOCKS... 72.23 62.77 69.19 70.11 

283 COMBINED AVERAGE. ...... 100.7 79.5 95.4 98.2 100 LOW PRICED STOCKS... 106.90 75.33 100.74 105.12 
4 Agricultural Implements ...... 178.9 148.6 166.5 170.6 6 Investment Trusts —.....__.. 42.7 34.0 39.6 40.2 
9 Aircraft (1927 Cl.—100).... 138.6 118.5 127.4 128.1 3 Liquor (1927 Cl—100)__... 365.4 291.4 332.8 331.0 
5 Air Lines (1934 Cl—100).. 521.2 421.9 508.6 515.1 8 Machinery —————..__... 125.4 105.2 118.0 121.4 
5A + 82.2 68.2 74.5 75.4 2 Mail Order CA 82.5 90.4 92.9 
13 Automobile Accessories .... 177.6 119.0 170.5 174.3 3 Meat Packing __..._--___.. — 70.4 55.5 64.6 65.6 
E2 AGtOMObIeS. <a.cc2-nct-wcccccces 32.6 17.6 32.5 32.6N 11 Metals, non-Ferreus 150.4 116.4 136.9 140.5 
3 Baking (1926 Cl.—100)..... 15.0 12.9 14.2 14.3 3 Paper 17.1 12.9 16.5 16.7 
3 Business Machines _____....... 214.7 171.9 203.2 209.6 22 Petroleum _..__.....- == s'4325 121.3 131.3 134.6 
2 Bus Lines (1926 Cl—100).. 125.2 101.9 115.6 118.0 19 Public Utilities 0... 59.6 48.7 55.3 59.6E 
SB Chemicals: 2 ees 197.6 176.0 187.0 189.6 4 Radio (1927 Cl—i00) __ 31.1 21.5 27.6 29.0 
4 Communication —...---...... 78.3 57.1 73.9 75.9 7 Railread Equipment 63.2 51.5 57.5 60.3 
12 Construction: -..................... 43.0 3351 40.0 40.8 18 Railroads 20.7 14.1 19.0 19.6 
G Containers. s.cnsc253. _. 286.4 220.1 268.8 271.9 2 Shipbuilding eee 70.3 77.4 78.5 
8 Copper & Brass ........._.. 75.0 62.5 67.6 68.6 3 Soft Drinks —___ 372.9 305.2, 357.0 =. 363.3 

2 Dairy Products ............_.. 46.4 38.6 44.2 46.1 2 Staal” Gr leone. 82.7 65.7 76.5 77.8 
6 Department Stores __....... 36.6 28.2 35.6 36.4 3 Sugar 53.0 41.7 48.8 51.9 
5 Drugs & Toilet Articles... 113.3 81.0 104.6 106.5 2 Sulphur 178.2 160.7 166.9 171.1 

2 Finance Companies.............. . 248.9 216.1 238.3 240.0 3 Textiles 57.6 48.0 52.8 55.8 
7 Food Brands =<. 141.7 123.1 134.9 139.3 3 Tires & Rubber... Ss 33.9 25.4 31.0 32.0 
DiFood! Stores: ss scsi 54.3 46.5 53.0 52.6 4 Tobacce 74.2 60.2 72 73 
4 Furniture 80.8 56.4 Th2 79.2 2 Variety Stores 248.5 219.7 246.1 246.5 
3 Geld Mining: 2... 1075.2 879.8 976.6 1022.3 21 Unclassified (1943 Cl—ted) 128.9 98.7 120.4 128.9A 

New HIGH since: A—1943; E—1939; N—1931. 
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Trend of Commodities 


Thanks to Government support, price declines during 
the past fortnight in most of the principal farm commodi- 
ties were limited to small fractions, despite increasingly 
favorable war news and crop prospects. An outstanding 
exception is the New York market for Canadian oats 
where the imported grain (which our Government is not 
obligated to support) has tumbled within a few weeks to 
85 cents from the OPA ceiling price of 99!/. cents. Proc- 
essors of mixed feed complain that now when materials 
are available they lack the labor to handle them. Barring 
unfavorable weather within the next few weeks, our corn 
crop is expected to fall only a little short of last year's 
bumper harvest. Private estimates look for a wheat crop 


this year of 1,136 million bushels compared with only 
836 million bushels harvested last year. The B. A. E. pre. 
dicts that world wheat production this year, excluding 
China and Russia, may be moderately above last year, 
The A. A. A. foresees intensified competition for Ameri 
can cotton after the war—not only from Brazil, Argentina 
Paraguay, Mexico, Africa and other countries; but als 
from home production of substitutes. The American Meo 
Institute says that supplies of fresh beef and canned 
meats and pork for civilian consumption will be curtailed 
during the second half of 1944. Packers are again paying 
ceiling prices for hogs. Pork is in excellent demand and 
packers are able to dispose of their output promptly. 







































































80 








180 : 1 135 ' 
WHOLESALE COMMODITY PRICES | | 
| | 
160 FARM PROOUCTS 
125 i “Ie 
x hai Rea os 
/ 
140 / 
° gf RAW MATERIALS 
N 
oa 
4 105 ANU FACTURED - ae 
100 PRODUCTS pees 
4 a. 
2 Pe, (psa 





os 





NON -FARM| PRODUCTS 


























85 Teen (Sener ee eee 





60 





‘20 ‘25 ‘30 ‘35 42 ‘43 ‘44 1943 1944 








U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
Aug.5 Ago Ago Ago Ago Ago 194! 
182.2 182.3 182.3 180.6 179.7 176.9 156.9 
168.4 168.4 168.4 168.0 168.2 167.7 157.5 
191.6 191.9 191.9 189.2 187.5 183.1 156.6 


28 Basic Commodities ...... 
11 Import Commodities .... 
17 Domestic Commodities 

















COMMODITY FUTURES INDEX 
100 MAY JUNE JULY 
95 eo pw™ 
A oe | 
90 
DOW JONES 
COMMODITIES INDEX 























Average 1924-26 equal 100 
1944 1943 1942 1941 1939 1938 1937 
I i te 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
NR hier a 94.25 88.45 83.61 55.45 46.50 45.03 52.03 
528 


OW icon ac ee 247.0 240.3 220.0 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec.6 
Aug.5 Ago Ago Ago Ago Ago 194! 
223.2 223.9 223.9 222.1 221.0 210.5 163.9 
207.5 207.9 207.3 207.3 206.7 200.5 169.2 
165.0 165.1 165.4 162.6 161.6 160.9 148.2 


7 Domestic Agricultural 
IZeppOmeuNe, ce 
16 Raw Industrials ............ 









































SPOT COMMODITY INDEX 
_— MAY JUNE JULY 
LT a ee, 
wean A_/ 

240 

MOODY’S INVESTORS 

SERVICE INDEX 

230 
"SER acne or cae 


15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 
1944 1943 1942 1941 1939 1938 1937 
Sciscehicl ae ee 251.5 249.8 239.0 219.0 172.3 152.9 228.1 
171.6 138.4 130.1 1446 
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Where Transition Problems 
Are Shrinking 





(Continued from page 497) 





T 
AUGUST 19, 


Meanwhile, there seems to be 
gant promise of fast or full action 
by Congress on surplus disposal leg- 
lation, reconversion, demobiliza- 
io and the question of dismissal 
pay or Other special aids—supple- 
menting unemployment insurance— 
for discharged war workers. Ad- 
mittedly, the legislative tasks are 
most complex; but political consid- 
erations are also involved. 

As a sample of the general mood 
of Congress—and of the way in which 
dection politics complicates the pic- 
iure—we see both Republican Sena- 
ir Taft, a violent critic of the 
monetary accord recently reached at 
the Bretton Woods Conference, and 
Democratic Senator Wagner, a 
wanch supporter of the accord, in 
agreement that Congressional con- 
sideration of this very important 
matter should be deferred until after 
the election. We are told that this 
is because the issues are “extremely 
involved” and should be divorced 
from politics. Apparently, it is con- 
sidered impossible to divorce them 
from politics before the election— 
although, if that is so, one wonders 
to what degree they will be divorced 
from politics after the election. 

On the same political reasoning, 
the “too involved,” or most con- 
woversial, aspects of legislating for 
orderly transition may be dodged 
until after the election. That ap- 
pears most likely true of the ques- 
tion of severance pay for discharged 
war workers; and it is a foregone 
conclusion as regards tax revision for 
peace which the Baruch-Hancock re- 
port urged as an integral and vital 
part of the over-all program of pre- 
paring wisely for the end of the war 
and for an “adventure in pros- 
perity.”” 

There are numerous “reconver- 
sion bills” pending, with the usual 
conflicts and overlaps familiar when 
(00 many committees, each jealous 
of its prestige if any) have a hand 
in the pie; and there are various 
other bills in preparation. There is 
continuing conflict between the “re- 
conversionists” of WPB and _ the 
“win the war first” boys as mainly 
spearheaded by the Army and Navy. 
Finally, the improvements in the 
picture—the shrinking dimensions of 
some of the transitional problems as 
we get closer to thema—re over-all in 
character, whereas the adjustments 
that will confront business men and 
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workers are intensely individualistic 
and concrete. 

When it comes to getting back to 
civilian production or even planning 
fully for it, business managers for a 
further time to come will run into 
one bottleneck or another; and often 
some baffling “nigger in the wood- 
pile.” As one illuminating example 
of this: the automobile industry was 
authorized by WPB to place machine 
tool orders in planning for resumed 
civilian production, which few now 
expect before mid-1945 at the earli- 
est. But in trying to plan machine 
tool orders as to volume, types and 
requested delivery dates there are 
two important things the industry 
does not know. It does not know 
which of the Government-owned 
tools it is now using—and suitable 
for civilian work—will be offered for 
sale to it, because the Government 
seems unable to say; and it is not 
able to get from Washington any 
definite idea of the size of the con- 
templated cutbacks in automotive 
war work after defeat of Germany. 
For both reasons, it is in no hurry 
to order new machine tools. 

As another example, in mid-July 
the WPB issued an order “permit- 
ting wide new uses of aluminum,” 
as this is now a surplus metal and 
aluminum scrap is a drug on the 
market. Those familiar with the 
ramifications of this situation state 
that it is barely possible there may 
be a “trickle” of aluminum pots and 
pans for civilians by late September 
but that any large output is unlikely 
until after the end of the war in 
Europe. There are veritable layers 
of bottlenecks—too complicated to 
be considered here—and the WPB 
order has removed only one of them. 
Some of the remaining bottlenecks 
are physical, some are “red tape.” 
Despite the surplus of the metal, the 
jig-saw puzzle of lifting production 
of aluminum goods for civilians out 
of the realm of scarcity and war con- 
trols is far from easy solution and 
has implications for all reconversion 
industries. 

However, the key log in the jam is 
really the global war itself; and 
WPB will find that its baffling difh- 
culties in trying to plan for transi- 
tion and reconversion will magically 
ease after Germany is beaten. 

There can be no element of sur- 
prise in what is coming on the home- 
front when, over a period of months, 
Government spending for war is cut 
in half or more. All of us have long 
been mindful of the difficulties, and 
probably more inclined to exaggerate 
them than to make light of them. 
When they actually confront us, we 
will be far less uneasy and uncertain 
than we are now. It is always that 








NOTE—From time to time, in this 
space, there will appear an_ article 
which we hope will be of interest to 
our fellow Americans. This is number 
twenty-one of a series. 


SCHENLEY DISTILLERS CORP. NEW YORK 


Recovery 


Years ago, when quite a lad, I 
made a visit with my Dad to the 
great stock-yards in Chicago. I shall 
never forget that visit for a number 
of reasons. (You guess one.) Really 
it is one of the sights of America. 


We spent one of the most inter- 
esting hours with a gentleman who 
guided us through great pig-pens 
and slaughter houses. I remember 
him saying at the conclusion of his 
lecture, “We don’t waste a thing in 
this pig department. We use every- 
thing except the squeal.” 


I thought of that experience the 
other day when a friend asked me 
to tell him something about the “re- 
coveries” from the grain used in the 
distillation of whiskey in normal 
times, and war alcohol in these criti- 
cal days. He was quite surprised 
when I told him, and that made me 
think that, perhaps, you, too, might 
be interested in this subject. 


Following the processes of fer- 
mentation and distillation of grain, 
it is estimated that about 35% of the 
spent grain, is recoverable. In the 
distillation process only the starch, 
which was converted into ferment- 
able sugar by the addition of malt, 
has been taken away from the grain. 
The valuable fats and proteins not 
only remain in concentrated form 
but, in addition, valuable vitamins 
have been added during the fermen- 
tation process. These are in the 
form of a residue which is known 
as “stillage”; this stillage is concen- 
trated and dried, and then is con- 
verted into a poultry and dairy-cattle 
ration, with a high protein content. 


Modern science has not shied 
away from the distilling business. 
Experiments and research are con- 
stantly carried on by men in white, 
and several other very important 
products, as a result of recovery 
and conversion, will reveal them- 
selves from time to time. They will 
play important parts in the every- 
day lives of our people. 

I will tell you more about some 
of these things in another article. 

MARK MERIT 
of SCHENLEY DISTILLERS Corp. 


FREE—Send a postcard or letter to 
Schenley Distillers Corp., 350 Fifth 
Ave., N. Y. 1, N. Y., and you will re- 
ceive a booklet containing reprints of 
earlier articles on various subjects in 
this series. 
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way when we come to grips with a 
problem—when action replaces view- 
ing with alarm, debating the alterna- 
tives and theoretical planning. 





Revised Potentials for 
Heavy Industrial Equipment 
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decide to increase your capacity by 
10 per cent. You therefore buy two 
new looms, instead of one for re- 
placement. A 10 per cent increase 
in capacity has increased your de- 
mand for capital goods by 100 per 
cent. This multiplier-ratio, in vary- 
ing degrees is characteristic of the 
capital goods field. That is, quite 
moderate percentage increases in 
civilian industry capacities—when 
superimposed on replacement de- 
mand—assure prosperity levels of 
activity in capital goods. 

Now a point to be emphasized 
and underscored is that the prospect 
for expansion-of-capacity capital 
goods—and also for export demand 
for capital goods—can not be ana- 
lyzed or forecast in any narrow sense. 
You can not say that as things look 
now in the electrical equipment in- 
dustry there ought to be a demand 
for X number of turbines of a cer- 
tain type after the war; or that there 
may be a demand for X numbers of 
conveyors, blowers, elevators, pumps, 
locomotives, etc., in this country af- 
ter the war, and for X numbers of 
the same in India or Brazil or else- 
where. 

Which brings us to a point where 
exception must be taken to the per- 
spective from which Donald Nelson 
made the statement quoted early in 
this article. He said, you will recall, 
that we have got to have the capital 
goods industries in a healthy condi- 
tion “if the entire economy is to be 
prosperous.” That is correct—but 
still hind-end-to. The capital goods 
industries do not function in a vacu- 
um, on their own. They are an in- 
tegral part of the whole economy. 
They move up and down—with a lag 
it is true—with the whole economy. 
If vou will examine the accompany- 
ing chart, you will see that fact illus- 
trated. It shows that in peacetime 
the total output of machinery is in 
generally parallel ratio to total in- 
dustrial production. 

In short, the post-war outlook for 
heavy industry is favorable—much 
more favorable than most people im- 
agine it to be—if the post-war out- 
look for general economic activity is 
favorable. If the latter is not favor- 
able, the outlook for capital goods 
is bleak. It is about that simple— 
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which really ought almost to end 
this article, for the prospect for gen- 
eral post-war economic activity de- 
pends partly on measureable (and 
promising) potentials which this 
publication has analyzed in various 
previous articles, and partly on na- 
tional policies not yet fully devel- 
oped. 

As regards export trade potentials 
in our capital goods, the short post- 
war view—that is, perhaps the first 
two or three years of peace—is defin- 
itely and strongly favorable; the 
longer prospect, in contrast, is a con- 
ditional one. j 

The short view is highly favorable 
because: 1) there are large accumu- 
lated foreign needs for machinery, 
quite apart from reconstruction of 
devastated areas on a gift or loan 
basis—enough need to spell active 
machinery exports by both us and 
the British; and because (2) the 
available means of payment in gold 
or dollar balances—even if no cred- 
its were extended—are far bigger 
than most people imagine. 

Incident to the war, we have been 
spending hugely over much of the 
world. This has inflated purchasing 
power (in the form of foreign hold- 
ings of gold and dollar balances) in 
these countries just as war spending 
at home has inflated the income of 
our consumers. These claims upon 
us, in dollars or equivalent, have ac- 
cumulated in large aggregate, since it 
has not been possible except in small 
measure to use them in buying im- 
ports from us. This purchasing 
power available for purchase of our 
goods by foreigners is, of course, un- 
evenly distributed, but it always has 
been. It is largest—over $3,000,000,000 
—in the Latin-American area; but it 
exists in very sizable amounts in 
every country from which we have 
been buying an excess of imports for 
war needs or in which important 
numbers of American troops are sta- 
tioned. The spending of our dough- 
boys (no pun intended) in India, 
Egypt, Australia and many other 
places is building up the financial 
potential of our early post-war ex- 
port trade by many hundreds of mil- 
lions of dollars a year. The same 
doughboy spending in France will 
help finance future French imports 
from us. 

In this connection it may be noted 
that even Continental Europe—un- 
der the Nazi heel—has substantial 
known holdings of gold and foreign 
exchange reserves that are not within 
reach of the Nazis. Including the 
neutrals, it is reported to be nearly 
$6,000,000,000. 

For the long view, our export po- 
tentials in capital goods are just as 





good—or just as bad—as they will be 
made to be by (1) our foreign eco. 
nomic policy, which is beyond the 
discussion scope of this article; andf —— 
by (2) the degree of domestic pros. 
perity that we have. To dismiss the 
latter from the question is also to 
put the cart before the horse. Ou 
internal prosperity and_ resultant 
consuming level will mainly deter. 
mine our import volume and our im. 
port volume will largely determine 
our export volume. It has always 
been that way, which is why the oth. 
er trading nations are just as much oss W 
concerned over the question of — 
whether our policy will be one of | 
domestic economic expansion as they§ }1, 5 
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in our unique position as by far thef ang D 
greatest producing and consuming depres 
nation on earth. In pre-war yean§ ape j 
the U. S. industrial production waif jircra 
often almost 50 per cent of the world pred ; 
total, our consumption of foodstufh§ the aiy 
and of nine principal raw materiahf marke 
nearly 40 per cent of the world total.f fayor 
So if you ask how good is our long. prospe 
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chinery—or anything else—the ques tice d 
tion raises another and bigger ques ments. 
tion: How dynamic will our future shows 
America be as a producer and con-§ expres 
sumer? You can answer that as wellf future 
as I can. It is not, of course, theBa grea 
whole answer, though the most def it seen 
cisive part of the answer. stocks 
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value common stock. $3 as 
Addressograph-Multigraph makes eight 
a number of duplicating, printingf been i 
and other machines for making mul-§82. J 
tiple copies of letters, pictures, etc,p strong, 
also for making name plates for usef ‘ash a 
in mailing lists. During the warg@nme 
period, it has made munitions andj Min 
airplane accessories on a large scale, ment 
which necessitated a V loan. Earn-}specul: 
ings have increased somewhat from lerred 
this work over the peacetime average.f@bout 
Before 1941 the company averaged have | 
$1.35 a share a year on its common{@re of 
stock. In the 1941-3 fiscal years, it done 
averaged $2.10 a share. When the re- would 
port for the year ending July 31, paid i 
1944, is published, it is expected ton © 
show less than this average, probably} "ng 
about $1.50 a share, resulting from}° elir 
the smaller amount of war businessf'®¢4P!' 
in certain lines. Addressograph hasp°Ut to 
$3,200,000 funded debt and 753,813) Pany 
shares of $i0 par common. stock. chines 
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Post-War Position for Air- 
crafts 





(Continued from page 507) 


paredness. Government plants will 
probably be sold to the companies in 
some instances, some may be junked 
and a large part maintained in 
standby condition for future emer- 
gencies. Continuing modernization 
of Government air force equipment 
will mean substantial post-war busi- 
ness. And even 5% of present busi- 
ness would look big compared with 
pre-war levels. 

A glance at the accompanying ta- 
ble will indicate that many compa- 
nies enjoyed fair earning-power dur- 
ing 1936-g—Sperry, for example, 
averaged $1.78, United Aircraft $2.40 
and Douglas $3.04, despite the 1938 
depression—earnings not unreason- 
able in relation to present prices. 
Aircraft stocks look far cheaper meas- 
wed against current earnings than 
the air transport stocks. Perhaps the 
market has gone out of its way to 
favor the latter group. However, 
prospective buyers might well await 
the eventual market test of “armis- 
tice day” before making commit- 
ments. Meanwhile, market action 
shows stubborn resistance to widely 
expressed fears about the industry’s 
future—and has been doing so for 
a great many months—which makes 
itseem late in the day to liquidate 
stocks of the sounder companies. 
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Farm Equipments 
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$3 a share on the common for the 
eight years 1936-43. Dividends have 
been irregular. The present rate is 
$8. The financial position is very 
strong, with nearly $110,000,000 in 
cash and U. S. and Canadian Gov- 
emment securities. 

Minneapolis-Moline Power Imple- 
ment common stock is the most 
speculative in this group. The pre- 
ferred stock has dividend arrears of 
about $38 a share, and while there 
have been reports of plans to take 
care of this accrual, nothing has been 
done as yet in this regard. This 
would take close to $4,000,000, if 
paid in cash, and the financial posi- 
tion of the company does not seem 
‘rong enough to take this method 
of eliminating the arreas. Hence, a 
recapitalization plan may be worked 
out to solve this problem. This com- 
pany makes a variety of farm ma- 
chines, also road building and in- 
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dustrial machinery. The capitaliza- 
tion consists of 98,700 shares of $6.50 
no par preferred and 700,000 shares 
of $1 par common. Earnings have 
been quite mixed over the long 
term. Even in 1929, when the com- 
pany was formed as a merger of 
three others, it did not show up too 
well and the next few years saw 
mostly deficits. In the past two 
years, earnings were respectively 
$1.33 and $1.42 on the common. 

The farmers are having their 
boom now and its peace-time carry- 
over will not be as protracted or 
“boomy” as some seem to expect. On 
the other hand, the trend toward 
farm mechanization will continue, 
Government support policies will 
probably maintain a “decent” farm 
income and some part of war-time 
farmer savings will go into new ma- 
chinery. From all of these pros and 
cons, however, our conclusion must 
be that at present levels the farm 
equipment stocks are high, rather 
than cheap, on prospective earnings 
and dividends. This is not to say 
they can not go still higher—if we get 
a speculative period such as late 
1936 and early 1937—but we are 
dealing with apparent investment 
values in this article. 





Realistic Appraisal of 
Airlines 
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the greater convenience afforded 
travelers. Airline fares in 1929 aver- 
aged over 10c a mile but are now 
around 5c as compared with gc for 
first class rail travel. However, the 
planes have adopted a policy of serv- 
ing meals free, which is an important 
offset on lengthy trips — plus the 
added convenience and time saving. 
While the railroads will be well 
heeled financially after the war to 
introduce improvements and refine- 
ments in rail passenger facilities, they 
can hardly do more than retard the 
trend toward air travel. 

It is in the foreign field, however, 
that the greatest excitement and un- 
certainty over the future of air trans- 
port prevails. Until recently Pan 
American Airways had largely mo- 
nopolized our substantial share of 
the foreign field, but now many of 
the leading air-transport companies 
are planning to enter the foreign 
field, and England is also interested 
in preserving the rights of her air- 
lines against our encroachments. 
The whole problem of rights to the 
use of world airlanes has suddenly 
become a matter of international 
interest and concern. Already Amer- 
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ican Export Lines has entered the 
trans-Atlantic service and other 
companies have gone into the Cana- 
dian and Latin-American fields, with 
numerous applications for new 
routes under consideration by CAB 
(Civil Aeronautics Board) at Wash- 
ington. A complete world map show- 
ing all the projected lines planned 
by American companies looks some- 
what like a criss-cross rail map of the 
western United States. But even the 
foreign field has its limitations, in 
actual dollars of revenue. It is said 
that all the class A trans-Atlantic 
passenger and mail business of the 
post-war period could easily be han- 
dled by less than fifty large planes. 
However, if the cost of foreign travel 
can be sharply reduced this will 
greatly stimulate ocean travel, since 
the great saving in time will permit 
a foreign tour during a vacation 
period of two or three weeks. 

The earnings of the air transport 
companies have shown considerable 
improvement in recent years, and it 
is dificult to determine how much 
of this should be attributed to war- 
time conditions. In the years 1935-8 
the lines entered a period of rapid 
growth, following a period of stagna- 
tion during the early 1930s resulting 
from the industrial depression, in- 
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adequate flying safeguards, and dif- 
ficulties over mail contracts. Pas- 
senger revenues nearly doubled and 
express gained 135%, while mail also 
showed moderate gains. But despite 
these gains the industry was in a 
competitive, rebuilding period and 
net earnings remained small (in 
1937-8 most companies lost money). 
With continued rapid growth, how- 
ever, the airlines made a sudden shift 
to a profitable basis, due to larger 
plane loads and reduced ground 
costs per passenger. The average 
percentage earned on invested capi- 
tal suddenly jumped to 9% and held 
close to that figure in the two years 
following, with a further war-time 
gain to 16%. 

With perhaps two or three excep- 
tions, the airline stocks have no in- 
vestment status (though most of 
them have borrowed little senior 
capital) and dividend returns are 
meager. But due to their appeal to 
speculative imagination and their 
long-pull growth possibilities, they 
will probably remain market fa- 
vorites for purchase on sharp re- 
actions. 





Where Common Stock 
Positions Are Improved 
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later not over $5 cash and from 14 
to 18 shares of common for each 
share of preferred. Brill Corp. and 
ACF Motor were merged and the 
new company stocks were exchanged 
on a basis which eliminated the ac- 
crued dividends on the old pre- 
ferred. 

The number of bonds and pre- 
ferred stocks grows steadily less. The 
process will undoubtedly go much 
further, with so many companies 
having swollen treasury funds. There 
will be plenty of Government bonds 
available, but steadily less of other 
investment medea until and unless 
there is something of a post-war 
revival in corporate new capital 
financing. 





Opportunities for Income 
and Appreciation in Bonds 
and Preferred Stocks 
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term bonds for income purposes. 
Market movements of these bonds 
are governed mostly by fluctuations 
in money rates. Prices should re- 
main stable up to the cessation of 
hostilities but thereafter gradual 
lower prices may be witnessed. 
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The present Tax Law calls for a re- 
duction (six months after the “ces- 
sation of hostilities”) in the excise 
rate from $9 to $6 (the previous rate 
which went into effect 1s November 
1942). Should this precedent setting 
tax reduction be effected, sales re- 
sistance, certain to be encountered at 
lower levels of national prosperity, 
will be considerably offset. But 
rather considerable doubt exists in 
many industry quarters that this tax 
reduction will be achieved at a time 
when pressure for other tax cuts is 
strongest and Federal revenue needs 
continue very high. 

Profits outlook over the longer 
term also is clouded by the certain 
reductions in profit margins once 
competition is restored to more nor- 
mal levels. With profits on wines 
likely to be lower, with volume of 
imported brandy wine and rum sales 
certain to be sharply reduced the 
ultimate long range trend of distill- 
ing industry, earnings seems sched- 
uled for decline. Near-term profits, 
however, are likely to continue at 
near or above present prosperous 
levels. 

The prospects for the individual 
companies in the industry are as fol- 
lows: 

American Distilling Co.—Although 
inventories of aged whiskies have 
been almost wholly depleted by the 
company’s sensational plan of prof- 
itless sale to stockholders late in 
1943, earnings have continued at 
above pre-war levels. This has been 
accomplished by (1) large-scale bot- 
tling activities for others in the 
business and for stockholders who 
had purchased the company’s whis- 
key in bulk, (2) profitable operations 
in the distribution of Californian 
and Chilean wines, cordials and 
Mexican beer. Profits from Ameri- 
can Spirits Co. (producers of a fa- 
mous Puerto Rican rum) in which 
the company has a substantial inter- 
est have been very large in recent 
years. 

Outlook is obscured by shortage of 
basic whiskies for blending. Com- 
pany is making “current” whiskies, 
gins and neutral spirits in August 
“holiday.” Operations of Moxie 
subsidiary not yet fully clarified al- 
though reports that company will 
bottle a cola drink under the Moxie 
label probably are correct. 

Competition with major distillers 
promises to be too keen to permit 
American to make any great strides 
forward in liquor industry. 










Angostura—Wuppermann — Sale 
continued to improve due to grow. 
ing popularity of its “Bitters” usedfale. 
in mixed drinks, but little improve Natio 
ment is seen in earnings due to the Secon 
heavy inroads of Federal taxes. Com. onsidet 
pany has virtually no competitionfivar pe 
and sales will reflect national income—places 1 
trends. ble sal 

Austin Nichols—Company’s salesiptitive 
have increased very substantially duefHoweve 
to heavy imports of West Indies canefiment at 
spirits and rums. Prospects are forffin wine: 
curtailed volumes of these lines offffods p 
set to a considerable degree by great-§Compat 
er deliveries by distillers to com markets 

any’s wholesaling division. Profitsfits fame 
will be further affected by need tofules ha 
reduce prices on import inventoriefpany er 
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Brown-Forman — War condition§whiskey 
have permitted company to mak¢§near te! 
most favorable earnings record sincfimpact 
Repeal. Promotional and advertis§ Schen 
ing activities have been stepped upfaggressi 
during the war particularly onfpany ir 
blended whiskies. Although it is unfin wine 
likely that the company (the largesfable. 
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curtailed by conservation urgencyfpriced | 
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regardless of rumors to the contrar\§dose to 
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of sales, was most adversely affecteifconside: 
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nent, requires least inventories an({moderat 
as a result war conversion caughif Hirar 
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een active and chemical activities 


Mave been restricted to laboratory 


scale. 
National Distillers Products Corp. 


Second largest inventory-wise, but 
onsiderable emphasis, in the pre- 
ar period, on bonded whiskies 
places the company in least desir- 
bble sales and merchandising com- 


petitive condition of the Big-Four. 


However, sound financial manage- 
ent and satisfactory diversification 
in wines, soft drinks, and dehydrated 


‘Moods promise to augment earnings. 


ompany anticipates large export 


‘Imarkets after the war in many of 
‘fis famous brands. Although blend 


ales have been small heretofore com- 
pany envisages materially increased 
ales of this type of whiskey under 


\fabels previously used for bottled-in- 


Pave declined substantially. 


bond merchandise. 

Park & Tilford—Reflecting drastic 
conservation steps adopted to ease 
elect of shortages of spirits, sales 
New 


Bproduction, however, and sales of 
whiskey to stockholders will increase 


near term volumes and profits but 
impact of taxes will be heavy. 

Schenley Distillers Corp.—Most 
aggressive and most diversified com- 
pany in the industry. Operations 


fin wine and beer fields very profit- 


able. Penicillin production, now 


#third largest in country, is regarded 


a very promising. Company’s ex- 
tensive imports of wines, cordials, 
brandies, rums under favorable OPA 
ceilings have also been profitable. 
Company’s gross volume is almost 


435 per cent above last year’s level 


and policy of emphasizing higher 


\fpriced lines of wines and whiskeys 


has permitted large increase in earn- 
Taxes are running 


\fclose to legal 80 per cent maximum. 


Company favorably situated for new 


ievcompetitive conditions because of 
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considerable previous experience in 
the production and merchandising 
of spirit blends. May eventually pay 
moderately higher dividend. 

Hiram Walker-Gooderham & 
Worts—Profits for the current fiscal 
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ment program adopted to conserve 
inventories. Company’s profit mar- 
gins are reported above average for 
the industry and the accepted world- 
Wide position of its “Canadian Club” 
Whiskey should permit the enlarge- 
ment of the foreign market. Gin 
sales which formerly were very large, 
onstituting almost one-third of total 
‘old in the country, were almost com- 
pletely eliminated in past year but 
August resumption promises to re- 
‘tore operations in this line. Com- 
pany has acquired Argentine sub- 
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sidiary which should prove profitable 
in near future due to wide variety 
of products made and to the paucity 
of local competition in the territory. 
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changes in the economic cycles of 
the past two generations. In the post- 
war period, there will be great em- 
phasis on speedier handling of traffic, 
and more powerful locomotives may 
be needed in large numbers to re- 
place the many which are not so fast 
or efficient among those now in use. 
Europe may need them, also, as a 
great number of locomotives have 
been destroyed during the war. Rus- 
sia is a promising market in financ- 
ing can be arranged. All three of 
these companies will go into the post- 
war era with their finances stronger 
than for many years. While the big 
demand is on, which should be for 
two years and might be longer, they 
will continue to show substantial 
profits. Lima Locomotive shares are 
in the best position, for the com- 
pany has no bonds or preferred 
stock and a small amount of com- 
mon. Baldwin has a small preferred 
stock and no bonds ahead of its com- 
mon, and it would take only a little 
above $3,000,000 to redeem its pre- 
ferred, with its working capital well 
over five times that sum. American 
Locomotive in order to take care of 
the $42.75 a share unpaid accrued 
dividend on its old preferred stock 
issued a new preferred stock, addi- 
tional common and cash in exchange 
for the old preferred. This has left 
it with an annual need for nearly 
$2,500,000 for preferred dividends 
before the increased amount of com- 
mon can receive payments. Over a 
long period of years before the war, 
it had operating losses in the ma- 
jority of years after 1929. It has an 
exceptionally strong cash position, 
however, with nearly $30,000,000 in 
cash and marketable securities at the 
end of 1943. 

The three largest freight and pas- 
senger car makers are Pullman, 
American Car & Foundry and 
Pressed Steel Car. Pullman had a fair 
earnings record over a long period 
of years, but no small amount of 
that was from its operation of Pull- 
man sleeping and parlor cars, with 
the Standard Steel Car, its manufac- 
turing division, having sharp changes 
from good profit to poor results. 
Under orders of the courts, Pullman 
is going to segregate its sleeping and 
parlor car business, with indications 
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that it will be sold for cash to the 
railroads, and a special distribution 
made to stockholders. In the post- 
war period, a spell of good earnings 
can be expected for the car manufac- 
turing business which will be re- 
tained. American Car & Foundry 
had a number of years of deficits 
and few of profits prior to 1940, but 
in the past four years has earned a 
total of nearly $29 a share on its 
common stock. ‘The preferred is 
non-cumulative, which meant much 
to the common in that there was no 
huge accumulation of unpaid pre- 
ferred dividends to block a payment 
on the common in the past two years. 
The company is putting the finances 
of Brill and other subsidiaries into 
better shape through recapitalizing 
moves. Over the next year or two, 
earnings should be good, if the ex- 
pected large replacement of freight 
cars is carried out by the railroads. 
American Car & Foundry has one 
order which is quite interesting, for 
it may highlight a trend toward 
large scale replacement of old freight 
cars. This is for a new type of car 
made of aluminum alloys which is 
much lighter than the present cars 
and capable of being made in greater 
length and to contain larger ton- 
nages of freight. Pressed Steel Car 
emerged from receivership a few 
years ago, and had a good record in 
the past four years, with the stock 
seeming to offer speculative possi- 
bilities. The company is affiliated 
with the General American Trans- 
portation Co., which owns a large 
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block of Pressed Steel first preferred 
and common stocks. 

Two specialized companies in this 
industry which have had very good 
records in the past are General 
American Transportation and Union 
Tank Car. General American owns 
a total of about 56,000 cars which 
are used for the transportation of 
meat and other foodstuffs, chemicals, 
oil and various liquids. They are 
rented to the railroads. Many of 
them are refrigerator cars. It is also 
in the manufacuring field and plans 
to extend this greatly after the war, 
in making specialized machinery and 
equipment for use in a number of 
industries. It also makes motor 
buses, repairs railroad freight cars 
and operates enormous storage places 
for bulk liquids. The financial 
strength of the company and its ex- 
cellent future prospects makes _ its 
capital stock one of the best in this 
group. Union Tank Car was once a 
subsidiary of Standard Oil (New 
Jersey). It operates about 40,000 
tank cars for the transportation of 
petroleum products, renting them to 
railroads. This business has been 
profitable over a long period of years 
and there is every indication that 
it will continue so in the post-war 
period. 

The two air brake companies have 
had a generally good record over the 
years, although per share earnings 
have not been high. Both Westing- 
house Air Brake and New York Air 
Brake derive the major part of their 
business from the installation of air 
brakes on cars and locomotives, but 
each of these companies has other 
activities. Westinghouse makes a 
number of signal and train control 
devices and it is also a maker of air 
brakes for use on automobiles, a line 
which it is planned to develop fur- 
ther in the post-war period. Both 
companies have been heavily en- 
gaged in making supplies for the 
armed forces during the war. The 
post-war outlook for large business in 
the car and locomotive fields, both 
for use in this country and for ex- 
port, means that there would of 
necessity be a large volume of orders 
for air brakes. Both companies also 
have a steady source of income in 
replacing obsolete brakes on railroad 
rolling stock with more modern ones, 
also in repairing and servicing those 
in operation. 

There are a number of companies 
which supply accessories or parts for 
the builders of railroad equipment. 
The largest of these is American 
Brake Shoe & Foundry, which makes 
brake coverings, wheels, track equip- 
ment and a number of other items 
used in the railroad and automobile 
trades. This company’s earnings 
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record has been good for a long 
period and its financial position is 
strong. General Railway Signal has 
also had a long record of good earn- 
ings. It makes automatic electric 
block and interlocking signals, train 
controls and similar products. Super- 
heater Co. has had fair results in 
every year for a long period. It 
makes steam controls, heaters, etc., 
not only for use in locomotives but 
for use with engines and boilers for 
public utility companies and in 
many industries. Superheater has 
large investments in securities of 
several companies which make boil- 
ers and other steam generating 
equipment. Poor & Co. is a maker 
of a number of products used in 
railroad track maintenance and con- 
struction. Earnings on its “B” stock 
have been fair in recent years, but 
dividends had been omitted on the 
“B” for many years prior to 1944, 
when payments were resumed. Sym- 
ington-Gould Corp. makes coupling 
devices and a number of other spe- 
cial products for use on cars and 
locomotives, also making steel cast- 
ings. Earnings have been fair in re- 
cent years, very poor in many pre- 
vious years. 
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ter than nothing. Many Americans, 
on the other hand, believe a few bil- 
lions would have been ample for 
genuine stabilization without pump 
priming features. 

Everything considered, the Mone- 
tary Fund, if finally set up, in prac- 
tice will probably operate primar- 
ily as a mechanism for grant- 
ing credits in order to stimulate 
trade, with stabilization of cur- 
rencies a secondary feature. The 
very elasticity of the terms of the 
scheme, and the important voice of 
potential borrowers in its operation, 
make this almost a foregone conclu- 
sion. - Its weaknesses, therefore, are 
very real. Opponents are quick to 
note that the Fund is susceptible to 
abuses by extravagant nations who 
refuse to put their house in order, 
and it does not deny financial aid to 
a member country which pursues so- 
cial policies unacceptable to the cred- 
itors. On the contrary, the agree- 
ment exacts fullest cooperation from 
its members if it is to succeed, yet 
offers scarcely any method of com- 
pelling cooperation. Then, too, 
borrowing countries are under no 
direct obligation to the USA al- 
though we shall have to contribute 
the bulk of lendable funds. Once 


these are expended, as they may ver 
quickly be, remaining assets of th 
Fund will consist mainly of weak cu 
rencies for which there will be litt) 
use. Still these would constitute thé 
only security left for our loans. 

The Fund, in effect, encourage 
hopes which can hardly be fulfilled 
unless we are willing to continue in 
definite extension of credits by mean 
of loans to the Fund. This may wel 
become necessary. The system ¢ 
credits based on quotas is bound 1 
encourage borrowing up to the hilt 
that is up to the stipulated maxi 
mums for each country, and raisg 
the danger of dissipation of thé 
Fund's assets. 

While gold has a place in th 
scheme, the latter actually is designed 
to supersede the conventional gol 
standard, discredited since the de 
pression after 1929. Basically, th 
stabilization agreement rests on the 
following premise: If the world 3 
to recover quickly from the war 
world trade must expand quickly. |i 
trade is to expand, businessmen mus 
be assured that they will receive fixed 
value in return for their goods. Thi 
old gold standard provided such fixed 
values but had important drawback; 
hence most countries including Brit 
ain today sway away from it. The 
feel that the gold mechanism, }j 
forcing wages and prices down it 
times of economic distress, works it 
direct opposition to their aims @ 
full post-war employment. 

Thus the Monetary Fund, in it 
essence, is the result of an effort 1 
find a means of stabilizing currencié 
on other than a gold basis. As sud 
it is a new and untried measure, wit 
its success hardly predictable. It} 
designed to act as a cushion to assis 
countries that temporarily buy mor 
than they sell. Instead of shipping 
gold to settle trade accounts, the 
can settle them by transfers on thi 
Fund’s books. The catch is that th 
demand for dollars after the wa 
will be abnormally large and ther 
may not be enough to go around. I 
that occurs, as it almost certainl) 
will, the Fund can take acti0l 
against the USA. It can require 
to buy gold with dollars, it can seek 
a dollar loan, it can even recommen 
that our exports be curtailed and im 
ports stepped up. Also, the Fun 
can ration the dollars it has whic 
would have the effect of throttling 
U. S. sales of goods abroad. It } 
these features, in particular, whic 
Congress is likely to scrutinize wit 
extreme care before affixing its stam 
of approval, for what is clearly im 
plied are certain incursions on ow 
economic sovereignty which coul 
only be justified in the interest 0 
effective economic cooperation. 
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Stable world currencies, however, 
are but one step towards post-war 
stimulation of trade. Many nations 
will still lack the wherewithal to buy, 
especially in our market. Hence the 
second proposal for an International 
Bank for Reconstruction and Devel- 
opment with an initial capital of 
$9.1 billion which would guarantee 
loans made to foreign Governments 
and industries. Its main objective 
is to provide intermediate and long- 
term credits at reasonable rates for 
carrying out approved projects, 
much along the line of operation of 
the Export-Import Bank. The gen- 
eral end in view is stimulation of in- 
ternational trade and international 
investment of capital for the recon- 
struction of such countries as require 
capital for this purpose, and for oth- 
er countries which can wisely use it 
for their economic development. 
While actually, most loans would be 
made by private bankers, they would 
be guaranteed not only by the In- 
ternational Bank but by the Gov- 
ernment of the borrower. If losses 
occur, they would be, in a sense, so- 
cialized, that is borne by the tax- 
payers and not by individual invest- 
ors as was the case during our lend- 
ing spree of the Twenties. 


Significantly, the International 


Bank has been subjected to far less 
criticism than the Stabilization Fund 
despite the fact that our subscription 


to the Bank’s capital of $3.17 billion 
constitutes over one-third of the to- 
tal. The reason is easy to under- 
stand. Despite the possibility of siza- 
ble losses from the Bank’s operations, 
the prospects of benefit to our trade 
are far more concrete. After the last 
war, we financed world recovery to 
the tune of billions in the form of 
dollar loans to foreign countries, 
most of them now in default. Under 
the new scheme, losses would be 
borne by all participants while due 
to our economic position after the 
war, our benefits might conceivably 
be greater in proportion. 


One of the difficulties experienced 
in the formation of the Bank was 
the opposite of that encountered in 
the formation of the Fund and serves 
to illustrate the real nature of the 
latter. Nations that were fighting 
for the largest possible quotas in 
the Fund were later battling for the 
smallest possible subscriptions to the 
Bank. ‘That was because the Fund 
quotas at bottom represent poten- 
tial borrowing whereas Bank sub- 
scriptions represent potential lend- 
ing or losses. 

The Bank’s operations would be 
those of an acceptance bank, guaran- 
teeing the performance of the bor- 
rower’s obligations and thereby giv- 
ing the loan an attraction to the pri- 
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vate investor that it would otherwise 
lack and enabling the borrower to 
obtain more favorable terms of in- 
terest and repayment. Critics are 
prone to stress the disadvantages of 
such procedure. They point out that 
loans made without regard to credit 
worthiness will eventually make for 
a high proportion of bad risks and 
defaults and that much capital may 
be dissipated in ill-advised enter- 
prises. Fundamentally, they say, tax- 
payers may be saddled by their Gov- 
ernments with losses from huge loans 
made regardless of their soundness. 

This brings us to the principal ob- 
jection levelled against both, the 
Fund and the Bank. It is that the 
schemes agreed upon actually pre- 
suppose the solution of broader 
problems in the trade field, so far 
not dealt with at all. Hence what 
needs to be understood by Congress 
(which ultimately must approve the 
plan) and by American business 
(which will have a special responsi- 
bility for making it work) is that 
Bretton Woods is but the first of a 
series of conferences which must take 
place if post-war economic collabo- 
ration is expected to work. Creating 
an international stabilization fund 
will not automatically stabilize world 
currencies. At best, the Fund is in- 
tended only to create an atmosphere 
of mutual confidence and provide a 
forum for impartial discussion of cur- 
rency problems, apart from strictly 
temporary and rather loose stabiliza- 
tion operations. 


Most observers feel that no mone- 
tary plan can be soundly launched 
until schemes have been devised to 
keep world trade flowing in volume 
and held in comparative balance. To 
them, staging a monetary conference 
ahead of a world trade conference is 
like putting the cart before the horse, 
and the outspoken British have al- 
ready said as much. Fiscal experts 
know full well that no world mone- 
tary plan can succeed for long unless 
each participant manages to keep his 
domestic economy in order. Thus if 
world monetary stabilization is real- 
ly going to be achieved, Bretton 
Woods must be looked upon merely 
as a Starting point toward achieve- 
ment of all these fundamental ob- 
jectives. While it is not an easy 
matter, it can be said that a sincere 
effort in that direction was made. 
But far more weighty decisions are 
to follow. So far there is little evi- 
dence in this country that a major 
revision of our tariff policy would be 
politically feasible. In Britain, too, 
public demand for a policy of full 
employment may necessitate external 
fiscal policies that will be difficult 
to reconcile with the exchange re- 
quirements of the Stabilization Fund. 


Anglo-American trade problems 

particularly prominent—and diffi 

—because of the widespread in 
ence of the dollar-sterling relatig 
ship. Reports from the meetings 
Bretton Woods were significan 
lacking in any evidence that th 
fundamental questions had been q 
cussed. To reach an agreement 
the trade sphere will prove far mg 
difficult than the creation of a me 
anism for monetary stabilizati 


- Yet without the former, the lat 


can hardly be expected to functi 
properly. 
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commercial purposes. 

Recognizing that world-wide p 
lems cannot be settled satisfactoy 
through a bilateral undertaking, 
two Governments took pains to sti 
the interim character of the agi 
ment, to be replaced later by a m 
tilateral accord. However, desp 
its bilateral nature, the agreement 
mevertheless, in fact, a world 
Between them, the United States 
Britain control four-fifths of 
world oil production and our co 
try alone produced an estimated t 
thirds last year. 

Other oil producing nations 
be asked to join and again Ru 
presents somewhat of a ques 
mark, her attitude so far one of ald 
ness. She has held one internatioi 
post-war planning conference 
tenterhooks (the monetary meeti 
and caused postponement of ano 
(the security conference). With¢ 
Russia, however, a world oil acc 
would hardly be completely effect 
in all its aims, and certainly not 
tight as to its security features. T 
Russian oil potential is enorm 
and exploitation of her resources 
grown apace under the stress of 
needs. Through lend-lease, she 
increased substantially her refin 
capacity. After the war, she 
want to export her surplus of pet 
leum products to obtain foreign 
change urgently needed to finance 
construction and expansion of 
industries. Russian collabora 
thus would appear vital if not ind 
pensable for successful function 
of a world oil accord in the post-1 
era along the lines intended by § 
framers of the interim agreemé 
There is every evidence that no eff 
will be spared to obtain that ¢ 
laboration. 
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